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ROYAL COMMISSION ON TRANSPORTATION 


Ottawa, Ontario, 


Monday, November 21, 1949 
MORNING SESSION 


---The CommisSiion met at 10.30 a.m. 


MR COVERT: To continue from where wer Lert ork 
Friday, Mr. Chairman, Mr. Gaffney was being cross-examined 
yee. Tumnle.. 

THE CHATRMAN: I beg your pardon? 

MR. COVERT: Mr. Gaffney was being cross-examined 


Dy My. eine. 


MR, F.A. GAFFNEY, Recalled 

CROSS EXAMINATION BY MR. HUME (Cont'd) 

G,') df yow would) be goods enough to tur to. pave 1 
Of your pruer,, there are’ a few points througnout whe brier 
[would Like todiscuss with you to finish. up with my 
cross-examination, and I want to direct your attention 
to the third paragraph on page 1, commencing at the second 
sentence, and I do not think anyone will disagree with you 
that "Efficient and adequate railway transportation is 
a continuing necessity for the development of the country, 
the support of commerce and for national defence." ul 
want to ask you whether or not you believe this same thing 
about highway transportation? 

Le Yes, LL believe that to be the same. 

2 At the bottom of the first page you point out in 
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"This country requires a highly efficient railway 
system operating economically and at the lowest cost; 
it cannot afford the luxury of wasteful and uneconomic 
competition." 

What do you mean by wasteful and uneconomical competition? 

A Competition is wasteful if it is uneconomical, 
and itis possible to :define “the economical -radius “of 
highway vehicles, and when it operates beyond that it is 
wastful for the national economy. 

Q. You define an economical range as being on the 
basis of cost. of “service? 

A. Noyelchavermadesthat point *several: times -nére 
and I said in our brief we have set a comparison with the 
economical range of trucks and the economical range of 
rallways on a cost basis, but I have said there are other 
conditions and other circumstances that will extend that 
ranges.ol ease tandyilexipiiity oinithe case of nousechoid 
B00ds,.) Cand “so Lone Ab?Pocof these will soperate .to take "the 
truck beyond that range of cost comparison. 

Q. Would ivoutexpiainwto VUuseSthis ‘ranee,, or explain 
would that be referred to the shipper? 

ie It would depend upon the number we were speaking 
about, a national transport authority to sdetermine what 
is the proper sphere in their view. 

Q. Would the shipper have any voice in this board 
as to determine what the proper sphere would be? 

ie He would have the same voice he has in the opera- 
tion and maintenance of the railways. 

Q. Has the shipper got any say in these matters? 

A. He has. He goes to the railway and asks for 
a rate and we sit down and bargain. 

Q. I am talking about this one point Mou are making. 


Is the shipper going to come in by reason of crating and 
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door-to-door delivery, and want the sphere to be 5,000 
miles? 

A. I would contemplate that this board that we 
suggest would want to hear every side and there would be 
nothing to prevent him from coming forth and putting his 
views before them. 

Q. May I ask you to turn to page ae at the continua- 
tion of the same paragraph at the top of the page where 
you suggest that the forms of transportation should be so 
regulated as to ensure that unnecessary duplications of 
service shall not be permitted.. May I ask you whether 
oer not your words "unnecessary duplication of services" 
refer to the same type of thing where you Pueven 
allocation of BEL euse Be tue an different transportation 
media? 

A. Yes, that would be true, 

Q. If today a shipper decides that he wants to ship 
his goods by truck for a thousand miles, and it hapvens 
to parallel a railway line, would you consider that 
unnecessary duplication of services? 

fe; I would say, if he were going beyond the 
economical range of a truck as compared ‘to a railway, 
that is unnecessary duplication of services. 

Q. I suppose the amount of money that the shipper 
has to pay to ship these goods is exactly the same as the 
amount he would have to pay to the railway? 

A. You are now talking about rates and I am talking 
about costs and one is the amount that the shipper pays 
for the movement of his goods, but cost is the energy 
expended in moving the goods. They are two entirely 
Gur terens Things. I have explained that a couple of times. 


The railway cost 1s one cent against the truck cost  2f,four 
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cents, but that has no connection whatever with the rates 
charged by the railway necessarily so because of this 
tapering scale of the railways that has the low He 
modities on the one hand and the high commodities on 


the other hand in an attempt to stay in balance. 


Q. I am only suggesting to you that the matter of 
cost 1s not very much the concern of the shipper who is 
paying the bill and that what interests him, and he is 
ene, ouplio, Now much 6) tt goings |to cost) me, so you 
have got to look at 1t from the standpoint of the buying 
public's interest which is also the national interest, 
and it is to this man's interest to maintain the railways 
on a sound financial basis. 

Q. Then the second part of the paragraph: 

"It follows that, being necessary © the welfare 
of the nation, it must not be subjected to unfair 
competition from other forms of transport, hecause 
unfair competition will inevitably endanger its 
ability to maintain its proper function in the 
economy of the nation." 

Do I take it from what you are suggesting that every form 
of transportation has that responsibility? 

A. To my mind) 2G has: ‘that ‘is'a plain ifact.. ‘There 
is no obligation for any trucker to take every commodity 
offered to him, and in practice, he just doesn't take 
them. 

Q@. Are you speaking as a matter of law? 

A. Yes, 

Q. Do you know there is an obligation on a 
Sarricer. to move coodseiiin ithe capacity of a carrier? 

oe Yes, there are some laws in some provinces 


that a carrier must move everything that is handed to him. 
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I know of no tribunal in Canada that will insist 
that when a man is given a common carrier licence, 
he would have to have covered vehicles for the 


movement of household goods and tank trucks for oil, and 
BO On: 


Q. But you will agree with me that there is a 
common law right, and in some provinces it has been 
reduced to statute compelling a carrier to carry all 
goods, according to his public profession and the 
capacity of his vehicle. 

Ao Nes Dut Thc ocean cover my point, . He: 1s 
not compelled to carry everything. He is given a 
picence To nendie ia certain type or goods: That 
qdoesn’t make a common carrier at ait. “A common carrier 
is one who holds himself open and does handle every 
kind of goods. 

aA. Vin what (province 1818) carrier eiven.ativcence 
to handle only certain types of goods? 

Ay “bo tevdone ln OnLarLoO £07 One « 

Q. , You have in Ontario certain classes of regis- 
Eravion. ior instance, Class B.. Are you familiar 
with these? 

A.. ,Yes,,and Class. C and Class D. 

9. You say that they are licences to carry 2 
certain type of goods? 

A) Ld Chane ene ie ToOmigeneral commodities) ors 
term similar to that. 

Q. On a question of responsibility would you 
Suggest that a firm that had been in business for 
twenty years, would carry certain goods for & shipper 
and would turn down certain classes of goods because 
they do not think the rates are high enough or the 
commodity is not heavy enough to pay a return? 


A. When you say a firm -- 


O.. d presume Chis -76,a trucking firm... The 
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suggestion here is, and you have told me that all firms 


are armed with a responsibility? 


A. Yess 

Q. You make that as a statement of fact? 

A Zeme 

Q. I presume you are directing that at trucking 


firms that are doing business in Ontario? 

A. Ves. 

Q. Do you suggest that these firms established for 
twenty years are going to turn down a particular com- 
modity froma shipper because they do not think it will 
pay them enough? 

ith I certainly suggest it. 

Q. What will happen the next time? 

A. if Dieiratesisallsrignvshe widsdygeaethe busl- 
ness. 

Q. At the bottom of page 2, the concluding sentence 
in the paragraph, you say: 

"As cost was not a consideration in the 

conduct of the war it was inevitable that the ad- 

vantages of the motor vehicle should be stressed 

while its limitations were overlooked." 
Who did the overlooking? 

A The truck operators, with the result, as I 

think you know, there was a wave of bankruptcies that 


oecurred during the '20's and ‘30's in trucking businesses. 


(Page 9315 follows) 
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Q. There were also bankruptcies during that 
period in other kinds of business, were there not? 

in  SUOns fh eavactosdeub t+ 

Qo Newichen, son icheltop of "Pages orou say vin 
the next sentence "Not unnaturally, exaggerated views 
prevalwedras (co sthe (place of motor transporte in “the 
economyiwor tthe. memion. Si Again Yi would like to “know 
who do you mean held those exaggerated views? 

A. (think wenerally the truck operator?’ “FE 
would not say entirely; undoubtedly the public too 
buy DB think mos tiny the truck operator, 

Q. And you are speaking of the period 1916 and 
UO) i vake Wu. “You opened your paragerann on chat 
period. 

A. No, I said "the period subsequent to that". 
1916 and 1917 was really the first time that the 
MOcCOr I Lruck-camebinto- the transport business in’ whac 
you 'miLent term a substantial way. It was the period 
following that and all the way up to the middle 1930's 
cniaceiaGehnad-a’ tendency,’ as DL recall’ it, "to stabilize 
and the more responsible operators began to operate 
trucks, men who knew something about cost and the 
result has been greater imporvement in the trucking 
industry over the past ten or rifteen years. 

QU Mayet suggest, to you that the growth of the 
motor vechicle as a transport agency since that period 
has somewhat confirmed the fact that those exaggerated 
views were properly held at the time they were held? 

rn FT dorn'ttthink there: fe"any comparison peuween 
growth and cost. A great many people would enter the 
trucking industry without any idea whatever what it 
cost to operate a truck and they would contract to 


take goods at a certain rate. They would go along 


AO nt steqariet soton te. sualg way 
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LOVveo veo. OT UWO and (ac. thevend of that. time they would 
find that their vehicle was worn out, that they had 
nov puv suificient money by for depreciation and that 
the net result of their operations had been to eat 
Up tie capitel they pur invo the venicle. 

QQ. And do” you suggest that that:kind of 2 situation 
with a new business is any different from any other 
kind of business where people have to learn by experience? 

A. Unfortunately at the public expense in this 
case. 

Q. Why do you say "at the public expense"? 

Aa Well. the man. who, Supplies the cars and. the 
Pacobine: ond theitires cerpainiy took 4 licking. 

®. Of what period are you talking now? 

As Lam speaking now of this: period. from «L920 
to the middie 1930's. 

oe) You sugeest that tnese people are taking 2 
iveking atv whe present time? 

A. No, I think I. made the statement that the 
trucking industry has very greatly improved in the 
lasG ben, Or Titceenm years. there has been! Two vendencies, 
One thar a type Of man getting into this, business is 
fe man who does know the cost; another, there has 
been a tendency towards consolidation of the various 
small units into Larcer units which more efficiently 
operate than they did in the old days. I think those 
two things are going on. 

Qs Lm other words, from) the time this industry 
Was born 1t is. now. achieving’ some isort of stability? 

A, I think that is perfectly true. 

Q. It went through growing pains like any other 
type of new business? 
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Q. On Page 5, Mr. Gaffney, the last paragraph 
on Page 5, you are speaking about the passenger 
treriac and I just wanted to’ get your opinion’ on the 
last paragraph where you point out that at the 
present time air travel is not competitive except 
in 4 small degree. I wanted to ask you this; does 
your association consider that that sort of air 
movement of passengers and freight is going to be 
increasing in the future? 

A.” That is a matter of opinion, Mr. Hume. 
tevin CO. Come res tent 1Thiwlll.~ The trend so far.in 
air passenger travel is fluctuating so widely that 
Pome CO Git CULT CO LOU LOWw (a. papLern. D thinkyou 
would have to concede that in the future air travel 
will increase for passenger business -- cargo to 
some extent, but much more limited than in the 
passenger field. 

Q. But you are not worrying about it now 
very seriously? 

A. At the moment, no. 

Q. And may I suggest, you are probably,therefore, 
in the same position with regard to air travel now 
as you were with regard to the motor vehicle in the 
€arly 1920's? 

Bay i Tanne vou are 'qulte Incorrect: they are 
two different brecds of cat. In the one case, air 
travel in Canada is very rigidly controlled and has 
been with the exception of bush flying almost from 
Sts inception. That is not true and has never been 
true in the highway field. That is one of things 
we are complaining of. 

Q. Page 6, Mr. Gaffney. You discussed these 
documents and tables on Friday and I do not wish to 


go over them again, but there was one point on the 
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middle of Page 6 that I would like to speak about now 
and that is in connection with this estimate of yours 
of 489,000. 

ha Yes. 

Q. Your brief shows that in 1948 there was 99,378 
commercial vehicles registered and you eliminate 
ambulances, hearses, buses and municipal vehicles and 
arrive at a freight vehicle estimate of 489,000? 

ha Yes 

Y. So.that the difference between those figures 
would represent your estimate of the number of buses, 
ambulances, hearses and municipal vehicles in Cenada, 

I presume? 

A. Yes, and it i8 only an estimate. 

Q@. Well, it is in connection with that estimate 
that I wanted to ask you because there are’ a Ree many 
estimates in the brief on the different vehicles. 

The second is 10,378 and that is for the whole of 
Canada? 

A. Yess 

Q. Now, over the week end I was able to get 
faguves LOY One province only, the Province of Ontario, 
and I find that there was a total in Ontario of 
5,595 municipal vehicles and 3,638 buses, in short, 

a figure of 9,200 buses and municipal vehicles in the 
one’ province. 

A. I don't know anything about your one province, 
Mr. HUme, but I will quote the Dominion Bureau of 
Statistics Preliminary Report for the year 1948. It 
shows the figure we have here of 499,378 commercial 
vehicles but of that there we're 485,064 motor trucks. 


Now, that makes my estimated @igure of 489,000 different 


by 3,936. 
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Q. But in one province alone there is over 
10,000 buses and municipal vehicles? 

A. I know nothing about that; I am referring 
to the D.B.S. estimate and “if you look at the 
R.A. of C. brief you will find in there a figure of 
Somewhere around 485,000. If it is not there, it 
should be there. 

Q. Now, then, the second paragraph on Page ip 
the second sentence where you are speaking ot the 
length of run, you say that the larger types tend to 
operate up to approximately 500 miles. Are you 
suggesting that that is the mileage extent to which 
these vehicles operate? 

A. No, I am saying that on the average. You 
have to stop somewhere in making estimates. We say 
that on the average they tend to operate up to 
500 miles. I have no doubt there are ones operating 
beyond 500 miles. 

4. Do you know of any that operate beyond 500 
miles as a result of your studies of this matter? 

A. “NO, IT can't, think of any offhand. “There 
may be some household truck operators that do but 
they have pretty wide licence and it is pretty hard 

to determine. I don't know of any offhand -- common 
Sarr lers'. 

Q. Well your reference, IT understand, was that 
before the Senate Committee evidence was giver OF 
a long run from Winnipeg to New York? 

A. I am afraid you are quite incorrect on that. 
They gave ewidence that traffic moved by truck from 
Winnipeg to New York but to say whether that is in 
one vehicle is an entirely different thing. It might 


well have bee@n transferred at Chicago to another vehicle 
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so that the run there would probably be within the 500 
mile limit we have stated here. I am saying that the 
larger type vehicles tend to operate distances up to 
500 miles. As an illustration of the trend I can quote 
you instances in the United States where traffic moves 
from Los Angeles to New York -- fruit traffic in re- 
frigerated trucks. 

D.)nvene one venice? 

A. As far as I am aware in the one vehicle, but 
I don't think that that type of movement, that length 
of haul, is gaining any prominence in Canada. 

Q. Now then, the last of that paragraph. Il don't 
want to read the whole thing but you suggest that the 
smaller vehicles handle the traffic directly from vials, 

shipper to the consignee but that the larger vehicles 
which are greater than five ton, it goes on cnere., 
generally depend on the smaller auxiliary vehicles 
to perform the collection and delivery services. 

Mr. Gaffney, I suggest to you that in very few instances 
do these operators have pick-up and delivery smaller 
vehicles, that large vehicles just go directly to tk 
shipper'’s door? 

OW OMe & you say "in very few instances" I would 
agree with you but I would say to you that the Jareer 
operators, certainly in the metropolitan areas, do 
use collection and delivery vehicles such as, Say, 
Smith Transport between Montreal and Toronto, Kingsway 
Transport, Montreal to Toronto, Winters and a number 
of other operators. The small man does not because he 
moes, Girect to a consignee. 

Q. You don't mean that they generally depend; 


you mean some of them do? 
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take it that way. 

OQ. I am not quibbling on words. You have submitted 
that brief in which you state they "generally" did this. 
I just’ want to clear it Up to show that they generally 
de-sriot ~ that it ts only the very large type that do it? 


A. I will stand on the word "generally". 


ao (As vient. Page! 1O.. My. Gariney, 17) 1 may 
direct your attention to at in the, penultimate. paragraph 
you point out that in addition to the.loss of traffic 
to the truck which was discussed on Friday -- you estimated 
that $50,000,000 of net revenue is lost to the 
railways by reason of their having to reduce their 
rates.. lt have no aquerrel with your figure, .Mc..Gafiney, 
but I would like to state it another way that is sometimes 
heard by the man in the street. Isn't it just as true 
to say that the $50,000,000 is still in the pockets of 
the public by reason of the reduction in railway rates? 

AY NO, TF would not say so. 

Q. Well, if I understand your paragraph, what 
you are trying to say is that the railways have reduced 
their rates on certain traffic to the extent that they 
have lost $50,000,000 of net revenue? 

Aen LES. 

Q. And, therefore, they charged $50,000,000 less 
than they would have charged if they had not had £0 
reduce their raves? 

A. Y@s, and-in the case of the C.N.R., probably 
a good portion of that $50,000,000 is reflected in the 
Canadian Wational deficit and is paid by the general 
taxpayer. 

Q. Are you suggesting that that deficit is an 


v 


operatingg deficit? 
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A. i am not suggesting that it is an operating 
deficit at all but it would be reflected as an operating 
profit if we had that money. | 

Q. That may be true of your own railway but what 
about some of the other railways? 

it mal yvsuceest in the cage,of the privately owned 
railway, it is shown in the decreased return to the 
investor in that case. 

1. And so far as the general public is concerned 
would it not rather have this $50,000,000 in its 
pocket than worry about the decrease of return to 
investors? 

A. The $50,000,000, Mr. Hyme, has to come 
out of someone's pocket or has to go into someone's 
pocket. Let us take all the whole of Canada. Iv is 
there; it has to be accounted for. Do I make myself 
ehean? If it is not paid by the shipper in yie 
Form of these freight rates, it is paid in some form. 
Tn the case of the Canadian National I say to you that 
it is probably paid by the general taxpayer; in ce 
case of the privately owned road it may be reflected 
in decreased return to the investor in that railway. 

COMMISSIONER ANGUS: Is it possible fhat.parct 
1s retiecied in HaeH ences than would otherwise be 
charged on the higher value traffic? 

A. I don't know whether I follow that sir. 

0. Well, if the railways got this $50,000,000? 

ian Yes: 

Q. Might they not have a lower general level 
of freight rates than they have at present? 

A re Quaictentrue)site 

Q. So that in that sense, if you are saying 


you are accounting for it, part of it is paid by higher 


ow gettonage clad wanes 

Zs om : | 
F tery. Syd yous ten wre way, Ao 
. | | | 7 exewat tea. 
| baawe viotertag sae 10 enh, atk 
ond oo gate Bboessss, ok ita ab | vu 
ve tea « 98! eet rr ~9iteom 

Dorey 5. G09 af oltdvqg fares AOR | oh we rate ‘ome crs 
art sk ofA: O00: on elas’ ove Si oa tg tor vf: bios a 
OF MINTO, TO. ° SRO OSG. Oth? twods oe asde texssog: 


i tenes henetal 
ve 


S700 I od as ft t, Sty it + rh, ¢ DE, GOW 0cg Sot +. A 


7 


TADOROR, OFtl OB. OY + RAG OG, Romo a! srroomoe 20 ina a 


7i. BRbRSD To glodm-edg [le exes av gol . toxoog. a 


p : ; ; ny 
a Te YG OXGA £ OG «ot x BOS1% Le QS s a OF ssty 72 raved: ae vom 
: ae a <= ate - wee pat dn ” 2 eS = : a ” ¥ ‘ " ‘s = 
at ro oe 1 Pee ees Ss ae 7.’ sauee : 
fie ae as ieee, SAB 4 sets ie acme lag OM at 7. ~ aE papelo. ; 


rie “i 


ay SoYysox% (sisy CAS EC bisa yidedota @f th” 
r LF 

vOsliot oG yba 2h beox Hermwe y A2IGVIAG oat to eeso: 
SUL LES tno ai tosgeval ote of qadey Beasetaed at © 


ving soa sldtesog $f ef + BuOua ne u 

12 

od 2elwicdte bivow madd noted\datd mt ne toel'ter at 
Cerys? evksv xs eliy bel ooo 2 bagged 

“228 TEAS wee iol - xegeetiy work timeb I ik - Go 


an, at 
, 


7000, 000,024 elds to& eyswiter sfd tt .iiew Ge i 
favel iscaney wawok # Swscd. tod. yerid Hg Ah 


4p ane 


TIHSeety ts eved wordy none ane 


ea 


i 


- 9323 - Mr. Gaffney cr-ex 


charges from the public on traffic that must move by 
rail? 

hia Jey iS. correct... Bir, on those low basic 
commodities particularly. 

Mag DUMB? - Then, may 1. foitow, that, Mr. Gatiney, 
by asking you whether you think in connection with 
the privately owned railways, it is also possible that 
instead of kwering freight rates, they might have made 
a higher return to their investors? 

A. I don't want to be positive because I do not 
know their accounts but I say that possibility is 
Be Ce. 

Gs Now on the top -or Page il, the first paragraph, 
the last sentence, in the first paragraph you say 
having discussed the reason why the truck does compete 
"the answer therefore must stem from factors other than 
cost and service". Do you mean "cost of service"? 

A. No, I mean "cost and service". 

y. Well you have intimated prior in your brief 
Cia one Or the facts that “induced 2 shipper to use 
avaruck 16) the race Enat there are certain service 
facilities like speed and so on? 

kh, Or course, but 10 ts only one of the factors 
end iG 428 not present inv-every Insvance. 

O. reerans yourthav, but them on the top .of 
page ll you intimated that the answer to this problem 
must stem from factors other than cost, a major factor 
there, and then you include "service" and it seems to 
me that that seems to be somewhat at variance with 
what you say at Page 4 when you say ". . .the value of 
service rather than the cost will be found to be the 
controlling factor". 


A. Quite frequently, yes -- not in every instance 
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sO that wien the service tractor enters into play’ on 
the traffic that is not included in the term "guite 
frequently" 

On Isugeest, Mri -Gartiney, that the’ answer might 
very well be"in most cases service"? 

here “Sucres.,. co you tet you are-qulpe .neorrect. 
sir, when you say "most cases". I will agree with 
Youd PequciGiy Cnat) There, 1S a fieto” inewiren the truck 
Pe rmorcrerticizcne than is’ the raliway Dut te certainly 
a@es now avely VOrvne entire’ tield Of- Truck’ Transportation, 
if-thay isthe point’ you"are “trying torvmake.” It 


Certainly does-not apply in-there’ av atl. 


(Page 9327 follows) 
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Q. Well, in one regard, in just the handling of 
the goods themselves, there is an advantage, is there 
not? 

oe Nop SL Leslie Gine >. OL COUTSE MNOS « You have 
the same type of service truck or some other transport 
etoin an tne city vor Montreal. . They eo around. and 
collect them, they handle it the same as the railway. 
They have put in a local truck and they handle it the 
other end. There is no difference in handling. There 
is a difference in service in the case of the small 
fellow who takes his truck up to the shipper's door, 
the traffic is loaded directly into the truck and taken 
directly to the consignee. . Those are cases where there 
is a difference in handling, of course. 

©. (And all over the country, which is the most 
usual thing, the door-to-door, or the simple transport 
service? 

A. If you are talking numerically, it would be 
the door-to-door. If you are talking pe oenieme 
IT suggest to you that the big truck operators handle 
the volume of the traffic, especially the high class 
merchandise traffic that we complain of. 

Qi -OF tnoese 31,000 for private ownership 
road truckers that you mentioned on Friday, how many 
of those 31,000 are owned by your larger operators? 

LOST dad noc mencion the figurevor 32,000) to 

with 
commence / Mr. Hume. 

y. You mentioned 62,000 and you said half of 
those were privately owned. 

A. No, I bee your pardon, I said DO per 


cent of the traffic moving over the highway, which is 


an entirely different thing. 
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THE CHAIRMAN: 9. I understood that one half of 
the 62,000 trucks are privately owned trucks. 

he Noe LUO Uintnik Weald Una... 1 Saad 50 
Der Celt Ol Une" Trarric: moving over tne highway in. my 
OUlnNlOnN Was" priveve’ trarr icy Now thate doula pe come 
about this way, Mr. Chairman. I mentioned 62,000 trucks. 
There might be 20,000 of them, commercial trucks, and 
4O, O00 of them private trucks, and still the traffic 
would divide 50-50 because the commercial operator 
expeces greater*erriclency  ouUu Or vnis venicile by ard 
large than does the private operator. 

oe When 1s Chis. where you Leaver, it,’ thac one- 
half of the traffic moved by 62,000 trucks is moved 
Dy UpPrivatve “Trucks? 

Wie tooled is 


And the other part is moved by trucks for 


Pepe wWe soir) 

MR. HUME; I wonder, Mr. Gaffney, whether you 
can tell us from your investigations as to what per- 
centage of the shippers who use trucks do so because 
of ‘the ‘speed with which they can move? 

AS “No>, © Have nov-idea. 

Q. We have heard some evidence that the railways 
have instituted a service between Toronto and 
Montreal where the goods move in one day. 

Baw Thats eorrecuy toat 26 ey service. 

Y. And would you say that the goods are moving 
i7Pone) cay? 

Aw Oy, yes;,oin very large quantity. I*could nov 
give you an exact breakdown of that, but certainly the 
majority of them get first-day delivery either in 


Toronto or Montreal, but I will agree with you that 
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in many instances they do not, either by railway or 
by truck. 

Y, You say the majority.of.,them,do. Have you 
made any studies of sample shipments? 

A. Yes, we made a study about a year ago, that 
was the last one, and I think it indicated that 64 per 
cent or 62 per cent (I am not just clear at the 
moment) got first-morning delivery either in Montreal 
or) Toronlo% 

Q. Mr. Gaffney, is Mr. George Johnson, assistant 
transport economist of your railway,-is he known to you? 

Bed Oheyes. 

Q. And you know of a study he made of which he 
testified before the Ontario Municipal Board on August 
19th, 1948? 

aie 

A... I think he mentioned/to me, yes. 

Q. And do you know that at that time he testified 
that they had made a study of 68 carloads of L.C.L. 
traffic between Toronto and Montreal, and that 15 of 
those were delivered next morning, 30 were delivered 
the second morning, 15 delivered the third morning, 

2 the fourth morning, 2 the fifth morning and ye 
the sixth morning: average time of delivery 2.4 days. 
Do you know about that study? 

A. TI have not heard of that particular one. He 
mentioned to me they had made a study, and my recollection 
of what he told me is that 64 or 68 per cent of the 
traffic was delivered first-day, and I thimk your 
record you have just read confirms thatidoe@s: iin m0 6? 

0 No, 15 out of 60, which I take to be roughly 
25 per cent, were delivered next day. Then another 


50 per cent were delivered the second day, IL think, 
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if you look sat those figures. 

A. Are you taking that now on 8 car basis ap a 
tonnage basis, Mr. Hume? 

Q. I am only talking of whet he said, that he had 
made a study of 68 carloads of L.C.L.from Toronto to Montreal, 
so I don't know what besis he made it on, but he is talking 
about these 68 carloads as to when they were delivered. 

AY I don't know the basis either but I do know that 
I was informed at that time -- was that about a year ago, 
may I ask? 

age He gave that testimony on August 19, 1948. 

A. I think it would be about that time, yes, but my 
recollection of the results of that study were that 64 
or 62 per cent, something like that, of the traffic was 
delivered on the first morning, and I would say that that 
218 closer to the fact than whatever deduction you teke 
from that statement you have there, 

Q. I am not taking any deductions, Mr. Gaffney. 

Out of 68, 15 were delivered next morning and 30 the second 
morning. If you add those two together you get 45, so 

that it is just a straight mathematical calculation of the 
percentage. He also testified before the same board that 
of 310 shipments in July, 1948, from Montreal to Toronto 

or the reverse, 84 were delivered next morning out of 310, 
207 were delivered the second morning, 12 delivered the 
third morning, 6 on the fourth morning and one on the eighth 
morning. 

A. I do not recall that. It was pretty well tied 
up in the same thing I am speaking of. 

Q. But the greater number of those carlosds were 
not delivered the next morning, that is obvious? 

os It is obvious from what you say, Mr. Hume, but 


my statement to you and to the Commission is that the study 
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as I wes informed, indicated that sixty odd per cent of 
the traffic was delivered the first morning, either in 
Toronto or Montreal. | 

Q. Have you got that study available? 

A. We will meke a study for you if it 1s of. any value 
TO you. 

Oh Have you made a study? 

A. No, I said we could make a study for you. I was 
informed of the result of the study and we would be 
glad to make a study for you. 

Q. Have you seen the results of the study? 

he ed Son GC enInk sO aon’ = recall.) LU 01s) a (year 
or so ago. But we sre constantly making studies of that 
Kind, ‘testing our traffic flow ell iover the country. 

Qn) Pace LowiMr. Gariney, if you will) on (the question 
of regulation. In the first paragraph you ere Bpeawine Or 
the regulations that have existed in different parts of the 
world, and you say that those regulations up to the present 
at least have been of no material assistance to the railway. 
Mwould like to ask yous if thiset isso. way this ery vor 
regulation is still being pressed. you mention here that 
in some parts of the world they prohibited it altogether, 
and then you say these regulations, speaking generally, 
have been up to the present time of no material assistance 
to the railwoays. 

A. And your question is what? 

O. Why, if thet 18 the cease, 16 this cry for recuia- 
tion still being pressed? 

A. Well, our point there is that there has not been 
the type of regulation that we think is necessary. 

Q. May I read something to see if you agree with it? 

"One of the most persistent demands raised by 


railway officers is that for greater truck taxation and 
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regulations. No legislature in either country would 

dere tax and/or restrict the operation of trucks to 

a point where they would be forced off the highway. 

They have become too great 3 national necessity." 
Would you agree with that statement? 

Ae GSYUelnlyis 

Q. "If they are to be permitted to run it is not 

their mere operation that embarrasses the railway, 


but the loss of the freight they carry. Paying more 


taxes to the government would not lessen the 

embarrassment, The only way the railways can 

penerit is .to restore to.them the traffic now on 

the highway. This can be done by banning the 

eperation of trucks, an unthinkable action, or by 

the railwsy providing a better instrumentality, 

enabling them to compete for the traffic, leaving 

the public as the judge." 
Would you sgree with thet? 

Pt NO 

Q@. Thisystatement, I. should say, I think I will 
pucein as an exhibit. 

A. Do you mind telling me what you are reading from? 

Qn) leShould, bey glad to... l<am reading from a 
photostat copy of an article thet appeared in "Saturday 
Night", dated January 2, 1937, written by e gentleman 
named E. W, Oliver, who was for many years an accountant 
of the Canadian Netional Railways, and later was director 
of resesrch for the St, Louis Southwestern Railway. I 


believe you know Mr. Oliver, do you? 
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A. I do know Mr. Oliver. He was retired from the 
Canadian National st a very early age. 

Q. Is this much true of Mr. Oliver, then, reading 
from the same publication, that he spent the years 1900- 
1918 with the C:nadian Northern Railways, and 1919-1932 
with the Canadian National, is that correct? 

A. I don't know, I would not be surprised. 

QQ. Inv1923 he reported for the’ C.N.R. on the 
development of the diesel engine in Europe, with the 
result that the C.N.R. undertook the first diesel develop- 
ment in North America. 

A, think thet: 489 quite’ wrone.°PAr lesst, I think 
Mr, Oliver was one of the committee that went over there 
to investigate and report whether we should adopt the 
diesel engine. 

Q@. This article says that in 1931-32 he carried 
out for the same railway an investigation of the loss of 
railway traffic through highway vehicles, involving much 
research work in Canada, United States and Great Britain. 
All I know about Mr. Oliver is what I have heard. 

A. And I think that was his last act before retire- 
ment. 

Q. Then you have said you do not agree with that 
Statement here, and I want to read this quotation: 

"That eminent American research authority, 
Dr. C.M.A. Stine, has very aptly expressed it 
recently as. follows: 
'The only way in which the railroads can main- 
tain their place in transportation is by giving 
Service more efficient than their competitors. 
The only wey to better service lies in better 
equipment and better methods and a more general 


appreciation of the fact that transportation is 
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a sérvent of our industrial system, not its 
master,.!" 
Do you agree with that? 

A PN Oee Sebr, 

Q. You think that transportation is not the servant 
OF industry? = You: think Wt "is the master? 

A. Now, Mr. Frawley, you are coupling four or five 
statements together and asking me in general if I agree 
with them, which is most unfair. 

Q. Take these words, then: 

"The only way in which the railroads can 


maintain their place in transportation is by giving 


service more efficient than their competitors." 
Teke it thet way. 
Na i Clear ees 
THE CHAIRMAN: What other way would you suggest? 
A. The way we ere suggesting here, sir, that the 
railways in Canada take their plece in transportation, 
provided that you have a national transportation policy 
which allocates to each transport facility that part of 
the nation's commerce which it can best handle. In other 
words, that means that the railways should be allowed one 
of two things: put on a free market where they can compete 
on a free basis or, when they sre restricted I want to 
see that there are restrictions placed on the competitors 
on “che other -side, 
Q. Well, if they were competing on a free basis, as 
you say, in a free market, would not the same problem apply? 
A. If we were competing in a free market, yes sir, 
but we are not in a free market in Canada, 
Q. Why? 


A. Because the railways, sir, ere compelled by 
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statute to handle certain commodities st certain rates. 
ney nove no freedom of ection in that field at 411,° and 
that in turn restricts their freedom of action in the 
other end of the field because they have to get the money 
from the high valued commodities to pay for these low 
valued commodities and when they are faced with competition 
for the high value traffic from 4 truck with no obligation 
in the national interests, they just cannot exist, they 
just cannot get the money to balance their books. 

Q. Do you mean to say, then, that if the trucks 
were compelled CO. Garry abl Sorts Of trattico, as, tne 
railways are, that then competition would be free? 

A. ‘4t the same rates as the railways, yes, I think 
that would be free. 

Q@. And of course rates is part of the competition? 

A. Yes, they would be part of the competition, but 


thet is impracticable. 


(Page 9337 follows) 
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js Why is it impracticable? 

A I do not believe you can compel a highway 
vehicie to handle the western grain crop. Ene .0Ogb 
would be so prohibitive the grain could not be moved. 
The railways handle this at one-half cent per ton mile 


and the cost of truck movement might be 3 cents per 


ton mile. Certainly grain could not be moved at 3 

eents per ton mile. In my judgment it couldn't take 

& rate of 3 cents per “ton mile. That would be the cost, 
sir, 


Q. I cannot read this quotation without thinking 
that history repeats itself: 

"In London, England, prior to the year 16323 
the city transportation was provided by means of 
boats on the Thames. At that time a new mode of 
transportation made its appearance in the form of 
hackney coaches (cabs)." 

THE CHAIRMAN: In the form of what? 

MR. HUME: In the form of hackney coaches, 
"The watermen fought this innovation desperately 
and sent petition after petition to Parliament 
to prevent this unfair competition. The cabs 
were not allowed to ply for hire in the streets 
of London until 1634 and a year later were limited 
to use for journeys of three miles or more out of 
London and Westminster. Later permission was 
granted to fifty hackney coachmen with a maximum 
of 12 horses apiece. Their petition to parliament 
in 1633 recited three claims against the use of 
cabs. They were -- 

(1) overcrowding of highways. 
(2) breaking up pavements. 


(3) unfair competition with existing forms of 
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transportation. 

"Thus the same cry comes home echoing down 

the ages for more than three hundred years to be 

used today against the operation of trucks on the 

highways. Trevis -deupti wy) if-ethe present ery 

will be any more successful than when it was first 

made in 1633." 

MR. O'DONNELL: Is that an extract, Mr. Hume? 

MR. HUME: Yes, I am going to file this as an 
exhibit. There are twocopics January 2nd and the 
following one of January 9th. I amnot going to read 
any more of that into the record, but it will be 
available. 

EXHIBIT NO. 122 -- Photostatic copy of 
Saturday Night, 
ganuary 2, 1957, and 
January 9, 1937. 

My. COVERT: You could, perhaps, ceseribe 2t 
as photostatic copies of the Saturday Night, dated 
Toronto, January 2nd, 1937, and January 9th, 1937. 

MR. HUME: There are enough copies filed, I 
think, for all counsel present. 

Q. To clear up one point on page 16 under 
Regulations, again, you refer to Exhibit No. 7. On 
page 9 I would like to draw your attention to a statement 
made in your Appendix, Exhibit 7, page 9. 

THE CHAIRMAN: Where is this? 

MR. HUME: On page 16 of the brief there is a 
reference to Exhibit 7. Exhibit 7 refers to the brief 
as part of Exhibit i2i in this hearing. I am drawing 
your attention to page 9 of the same Exhibit No. 7. 

In dealing with the province of Quebee and province of 
Ontario under the general heading of Public Convenience 


and Necessity, you say that in both cases the legislature 
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stated that consideration should be given effect to 
highway licencing of other means of transportation. 

I merely want to suggest that there is no legislation 
in other provinces for that? 

Ato rlwWoutd nave to Cook up The ACh a lca inot 
recall it as to just whether it appears. 

Q. I am suggesting that it does not appear anywhere. 

iin YOU may De quite Tight, LE would be surprised 
if some errors did not creep into some of these exhibits. 
I will have it checked for ae) though. 

Oy. On page 18 of the brief, section 51 of the 
Transport Act, 1938, I understood you told Mr. Covert 
on Friday that you considered that to be a definition 
of convenience and necessity? 

A. ¥es, 

Q. May I point out in ‘that Section’ there is 
included in the definition of public necessity the words 
"inter alia’? 

ie You may be right in the legal point and I do 
not propose to argue with you, but that section 51 is 
Dheebert cefinition of nubite ‘convenience anc necessity 
and it should be included in any highway legislation. 

Q. t.am suggesting to you that it is.no definition; 
ZT you didn't find 1G with, the other things in. it you 
might have a definition. 

A, It may not be. That is what we want to be 
taken into consideration in granting or refusing 
facences. 

Q. Now, then to hurry through on page 20, reading 
from the middle of the first paragraph, you say: 

"In 1937 the then Minister of Transport 
introduced a bill in the Canadian Senate designed, 


inter alia, to place control of interprovincial 
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and international highway operations under the 

jurisdiction of the Board of Transport Commissioners. 

AS is not unusual with proposals to depart from 

existing practices, there was considerable mis- 

conception in the minds of provincial authorities 
and highway interests as to the real purvose of 
this measure." 
Mr. Gaffney, I want to ask you whether or not you have 
read tne proceedings before the Senate Committee? 

i Yes, I have read them. 

Q., Would you say there were misconceptions in the 
minds of the provincial authorities from reading that 
evidence? 

AY, Yes, I would say that very definitely. 

Q. In what regard? 

A. One incident) 1. recall, and umind you, it. vs 
nearly ten years since I read that, one incident was 
that Mr. Howe had suggested the nominal registration 
fee, and the provinces seemed to take that to mean that 

- there was an attempt by the dominion to deprive them 
of their rights to assess fees on these vehicles. A 
great deal of time was taken up on the very subject we 


are discussing now. 


Q. Competition and its effect on the railways? 
A. Yeo, 
Q. You would not suggest that there was e miscon- 


ception ‘in the mind of the province of Quebec that 
filed a brief and at page 155 of this evidence claimed 
that it was Vibra. vires: 
A. ° I don't know whether there was a misunderstanding. 
When these things were discussed there seemed to be a 


matter of misunderstanding. I sat in on most of these 
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proceedings. Certainly I was. . left with the 
definite idea that the advances on that fee basis alone 
had misconceptions. 

Q. There was no misconception but they seemed to 
think it was against the control of intra provincial 
Lp em Mae hea, 

ho piney. Certainly opposed) 1%. I have no idea 
why. 
COMMISSIONER INNIS: .. You have made no study 
of your provincial revenues? 

i If it would have the same effect, Dr. Innis, 
if you carry to the conclusion when there is highway 
transportation restricted to both provinces irrespective 
of the cost in gasoline sales. 

Q You have not made any study of that? 

A. No, 

MR. HUME: I do not propose to ask any questions 
in connection with the pages of your brief from page 24 
to the end because of the discussion we had on Friday 
morning, but I want to state for the record that my 
failure to cross-examine does not indicate that I am 
in agreement with what you say, and that the Canadian 
Automobile Transport Association disagrees with ony 
Suggestion that the users of the highways are not to pay 
their proper share, and they believe they should pay 
their proper share whatever that might be, so there is 
no misunderstanding on the record. 
THE CHAIRMAN: I suppose the question would 
be who is to judge what the proper share should be? 
WR. HUME: [loam sorry, Mr. Chairman, I dtdn't 
hear the first of your question. 
THE CHAIRMAN: I suppose the position would be 


who is to determine what is the proper share? 


“9 
re 
aye 
< 
i 
ge 
a 
ce) 
aa 
oe 
“we 
ea 


post alan 5) 
- J, ’ - J 


; Ba 
7 ras eet - Yh: ae bs 


ee 0.) 


‘usa of SDB O¥EA FOL ve arta aMOPERTHINOS 


Seeu unovar Estontqons, OG Ba ay 


nh 


> 


Jaatto emee ans ays Blow ti a ay : 
if st egedd mew aclayignos of OF ESAEO YOR : 
e ~ — < + ae ’ . a . - a , ; ; ie 7 ; 


j , : 7 7 7 
» ’ ™ ' " A > j : _ 
yidoccougs soantyog déod at betotetans molfadzogengay — | 


Ay ~- . - a 

: | ty 
an « i 

-eaise onffoasa At toe end Too 


a * ~ : e 7 ss 7 a 
=) oe" aay “Wan nA aganreatirr som oO ‘ee ari Pie ist ri 7 
BhFeOuD YAS ABR OF BBQgONG FoR OO f see py eters er | 7. 


“a al Ls - . i . os, P P 7 a 
ds ogsq wet @aiqd suey to sopeq odd Mttw nohfosmnve Ab | 7 


ie A 
: ’ ; ; - 
apy terst of Atay s cothapoaib eat To sauesod Ete adit oF a 
yp ne ) 5 pp a8 ei - § rh a re ow Augie 2 tt Oh HS Bk Wi neh hy ae ref ae ewe Mess rs cong a 
ery) Pal . Ms ater), 'e © “ « ot ‘ . . ~~ we - : : 
{ 
' ; P “ a 
eo. ied io ail Pee. ob * z * 4 hae ee TO } 7 
ym Jatt babged add to} ogeta of Gnew t tod ,gatetom 7 | 
: , 


aa +3 ‘ - ao rl reco % al a an a Py 3 a | 
ae. 1 gadt sdsgtbat goa soch smkmexa-aeoto oF SaMEESR 11 
mibsas? odt geft Bae ,yse@ voy dedw datu or NoSgas A 


“nc fdiw aedragsegid aoltgsiooeas deodaye2? 9 Eidomotseh © 


weedd O8 .od ini Faqs Fowed ace sashe TIGOSY toad a 
:BHON8Y ch fo Ribhenidaqe Pop aia 4 


Riuow dette goup ert esas a dinasicens il 


fod divoda egpde seqoag aed tally ¢ 


aay . i” ‘hy ij - 
gi abies & cABMLESSD a VE PIOE MD Tt 7aauh 


{ ha oe," _ynotieenp 4 ° 
sat are 1" 


ees Blilow potéieog amd seoaque T 


- 9342 - Mr,.Gaffney,cr-ex 


MRy HUMES Yes, Mr, Chairman, and I submit that 
is a matter for each province at the present time to 
decide as they are paying out the money and it is their 
responsibility to maintain and construct highways and 
it is for each province to decide what is the prover 
share and to levy such taxes or issue regulations as 
will satisfy them as to the proper share, and it isa 
matter of provincial jurisdiction, a matter for each 
province’ to decide, 

THE WITNESS: We agree with that position one 
hundred per cent. 

THE CHAIRMAN: Mr. Hume, returning again 
to this question: of $937 when the Transport Act was in 
the Senate, does the Transport Act make any remark about 
transportation by highway? 

MR. HUME: No, Mr. Chairman, but there was a 
section for control of international and 
interprovincial transportation. The matter came up 
before the Senate Committee and was thoroughly discussed 
and the provinces of Ontario, Manitoba, Saskatchewan 
appeared by counsel and took violent objection to the 


measure both from the statutory point of view and the 


Drecuscay: Point OT iV Tew. The province: of Guebec 
appeared by counsel and also took violent objections upon 
that point. Expressions of opinion were heard from 
two of the maritime provinces, Nova Scotia and New 
Brunswick, who took exception when the Bill came up, and 
that section was completely eliminated. 

THE CHAIRMAN: Have you got a copy of the original 
Cit? 

MR. HUME: I have the proceedings and, I think, 


the Original pit. 
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THE CHAIRMAN: I think it would be useful for 
US Tonsce Trerorseinali palin 
THE WITNESS: I think we have that, sir, and 
eannipreducer i triror. yous 
May .HUME: i have the original bill but it is 
marked up badly and I suggest that a clean covy wuld be 
better for your purposes. 
MR. COVERT: I was wondering if it might not 
be Userul yer ;L ues Shoptrrtothave 1b taken. into the 
record. It is too long to get copies. 
MR. HUME: Is there eny further matter, Mr. 
Chairman, on this? 
THE CHAIRMAN: No, thank you. 
MR. O'DONNELL: Would it be well to give it an 
exhibit number at this point? 
THE CHAIRMAN: We have not got it yet. I presume 
it can be obtained from parliamentary records. 
MR. COVERT: Perhaps, we should not file it as an 
exhibit until we find out whether we can get copics. 
MR. (HUME DCrIf tyow cavinot, this is) available 
for the examination of the Commission at any time. suas 
is the only one. 
THE CHAIRMAN: In any case, since there was 
discussion before the House of Commons end the 
Senate the bill itself will be brought out in the 
discussions. 
MR. O'DONNELL: The clerk of the house Gid not 


have it. 


CROSS -EXAMINATION BY MR.. FRAWLEY: 
Q. Certainly, after what you proceeded to present 
here, I take it that the railways price their services 


not on the basis of cost but on the basis of what is 
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commonly termed value of service? 
a fs a generality that is true. 


Q. In other words that means in your opinion a 


Nigwirece oY Vreiric Dased on alow irate of treriic’? 

Ae Leos 

Q. What would you sey in regard to the truck 
position? You say "that the trucks come” into the 
transportation field and take a higher rate of traffic? 

A. Yes, thavris “correct. 

Q. That is, ‘if’ they take the traffic that pays 
well and what the railways rely on for the most part 
they are not good revenue for them? 

A. Yeu. 

Q. Your solution to ‘this problem is thay there 
should be a co-ordinated transport system which would 
restrict the ability of the trucks to take this high 
rate traffic away from the railways? 

ie Not necessarily that interpretation. Bi 
co-ordinated transport system that would have the effect 
of using the transportation facilities to the best possible 


advantage. 


(Page 9347 follows) 


i 
sane csr 
7 ahh ’ 
vy 


» 
vount at tate 


Pottisust to aries wot. B M0 bond: nee 


. - 2 7 
, : 


gouad of} of Dueged mb yne voy sasannalicndl bi Faem! 
oft odfit emoo adanad old tadd yea oe oe aks 
‘eq ht tend to o¢ex usdaid. ¢ ons? Dos bLelt paren ove : 
peu cag eOe, ste "J 
awed deve obtisrt odd odes gods Sti: sada! -@ i o 
reg Jecin, orke “ot go yLor eyewhtes eft Fadw ‘poe fLow | 


fmodt tot sunayet Hoog Pow one yortt wy : 


, A 
: goy ath 7 
7 
Lj P * “, 7 -* 
‘ rm a os "a acm , 
qodt tadt ef meldorq atdt oF mottnton qo 9 


4 <n 
i” : af en ik 7 te Be teat “4 a ‘ 2 s § “ef 
bivow dotdw met¢eve taroqansad hedentoto-o9 x od Divona 


& 
- 
fsid atid ated of edound odd To -ysiiids odd toEytes 
Seyawiist odd mor) yawe eltiex? eint ao 
. + nal ra a ‘| i : 
A «\ynobdstorqretal seit yllaseroosa gow eh 9 


7 : ‘ . ee ca hea ah ar e . eee ek: mi Zh a, 
toatta odd oved biyow tadd metvaye guoqenacy favenintoses . 
henog teed ond of eekelizes? OAS tedioqedes? and anism Fo 


. ogntnavbhs 


A 
So 


(awollot JRES syet 


- 9347 - Mr. Gaffney cr-ex 


THE CHAIRMAN: In any case since there was a 
discussion of it before Committees in the House of 
Commons and the Senate, the documents will be set 
out in the discussions? 

MR. O'DONNELL: Sure, the Clerk of the House Fal 
Naver Gr, 

THE CHAIRMAN: Anybody else wish to question Mr. 
Gaffney? 

MR. FRAWLEY: Yes, I want to ask Mr. Gaffney some 
questions. GROSS EXAMINATION BY MR, FRAWLEY 

Mr. Gaffney, the central feature of the 
Droposim on-vyourpresent here’. —) takeit vs that ene 
Yallways price their services not on the basis of cost 
but on the basis of what is commonly termed "the value 
of service"? 


Rae Rove .generaiity », tharos true ‘six: . 


Q. In other words, that means in your opinion 
they the Higher raved tratiic pays for the lower 
Moved, tCrari ic? 

Rais eRe 

Q. Now then, what you say with regard to truck 
competition then is that the trucks with no obligation 
to move the low rated commodities, come into the 
transport field and take the higher rated traffic? 

Ped ue  GOPReC th, 

OQ. That 18, they take the traffic which pays 
well and which the railways rely upon for a major portion 
Of Their net revenue? 

fitnel. 1S COrREOu, 

Q. Now, your solution’ to this problem, the 
problem of syphoning off the high rate of traffic to 


the trucks, is that there should be a coordinated 
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transportation system that would restrict the ability 
of the trucks to take this higher rated traffic away 
Peon. wie Talley 

A. Not necessarily that interpretation -- a 
coordinated transportation system that would allocate 
to each transportation facility the sphere in which 
it could operate to the best public advantage. 

Q. But on the basis of cost -- 

THE CHAIRMAN: Mr. Frawley, now when you use 
the word "sphere" I understood the other day you 
meant the mileage sphere? 

MR. FRAWLEY: Yes, or area or something of that 
nature. 

THE CHAIRMAN: You are not talking now of the 
quantity. .of goods transported? 

MR. FRAWLEY: No sir. The restriction you 
describe is a restriction primarily founded upon 
a cost basis? 

A... Primarily, yes == not entirely but primarily. 

Q. And the solution that I have very briefly 
put to you is the solution you suggest, restricting 
what you call the "economic sphere" of the truck 
Operation to the sphere where, on the basis of cost, 
they can best perform? 

A. Cost and the other things I have mentioned. 

),\ tat is true, cost qualified by those other 
considerations? 

A. Yes. 

Q. Now, Mr. Gaffney, have you explored any 
alternative solution before proposing this one to 
the Commisssion or to your own people? 


A. 7. ‘know of no alternative solution. One could 


get into fields of a suggestion of subsidies on the 
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traffic unquestionably but, as I explained to Dr. Angus 
on Friday, I personally do not like subsidies and to 
enable the railways to stand on their own feet we think 
this is the only solution that can be offered. 

Q. All right, now let me put two or three 
aLveriavives tO you.” You accepe the Lose .0r the 
traffic to the trucks and you accept the loss of the 
net revenue which would result from that and readjust 
your pricing system so that having in mind a traffic 
which you entirely move, you would have a satisfactory 
net revenue position? 

A. I disagree with you, sir. If we were to adjust 
our pricing system to take care of those factors as 
you suggest in your view, we would so destroy the 
economy of this country that the net result would be 
we would have far less traffic than we have today and 
probably far less net. 

9. Then you reject that alternative? 

tie an ee CTU 

Q. An alternative which is in substance to 
increase the rate on the low rated commodities? 

A. If you increase them so that all rates are 
in balance. If you are suggesting to me that cost 
Be The Tactor and that all tratiics bear thelr proportion 
Shar oco COpUy (Say Goabsts wie Case. 1 “am oT 
Sugegesting\to you sir, that the rates on the low 
rated traffic could not be increased to some degree. 

Q. Now, my first alternative suggestion is that 
you accep. the loss of the tratfic and you “accepr the 
loss of the net revenue which Od result from accepting 
the loss on the traffic and then readjust your Poo eie 
You reject tha.t? 
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amongst all commodities. 

Q. Now then, the next suggestion I make to you 
is as an alternative before coming to this very radical 
proposal, that you accept the loss of the traffic to 
trucks and the loss of the net revenue which would 
result and cut down your costs, decrease your operating 
ratio? 

A. Frankly I do not follow the point at all. 

We are now the cheapest cost agency ey is cheapest 
railway cost in the world as a matter of fact, and to 
suggest to me that we could so cut down that cost as 
to enable us to compete with trucks, I reject absolutely. 

De YOU Pe jecurl Gt? 

A. Absolutely. 

Q. Now the third alternative, you accept the loss 
of the traffic, and the loss of the net revenue which 
would result and take the prospect of being required 
to receive a direct subsidy from the government? 

A. That is a possibility but one that we do 
nov like. 

J. You reject that? 

As Yes. 

1. Now then, we come to your solution having 
rejected all those and you say "We will control the 
competition so that the higher rated traffic is forced 
to the railway". That is your solution, that the higher 
rated traffic is forced to the railway? 

A. Only the higher rated traffic or any traffic 
moving beyond the economic sphere of the truck as 
determined by the Board we suggested. 

Y- Now the higher rated traffic having been 
passed to the rails, it could then look after the low 


rated traffic? 
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A. We think so. 
Q. Now then, that means then that the higher rated 
traffic could be said to subsidize the lower rated traffic? 
A. Oh quite. The whole freight rate structure 
in Canada is in the form of subsidy. 

i. Len't that € peculiar thing, to have a subsidy 
from one group of shippers to another group of shippers? 
A. We feel that is the only way this country 

can be built up and progress. 

Q. Having one group of shippers subsidize another 
group of shippers is acceptable to you and direct 
subsidy from the government is not? 

he le Ss LeOrrecy. 

Q. Now then, turning to the practical problem, 
have you made any study of the profitability of particular 

commodity movements in Canada, and by way of further 
elaboration may I say can you, for instance, tell me 
how much net revenue the railways got from their total 
movement of, say, salt? 

A. The Railway Association, to the best of 
my knowledge makes no studies of that nature. 

94. Can you tell me the net revenue that the 
railways get from their total movement of lumber? 

A. “Novnor any other traffic, sir. 

\; Can you tell me how much they get for their 
traffic 
total first class/movement? 
Ae ONO'S. 
Q. Or for the sum of the first four classes? 
Be NG Wsi rs 
Q. In your opinion would cement, lead ore and 
concentrates, be commodities which would pay low rates? 
Ay ot have no idea. 


9. You have no idea whether they pay even what 


could be called “low rates"? 
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A.* I am not an authority on freight rates, Mr. 
Frawley. 

Q. Well, do you know that they pay less than boots 
and shoes? 

Ao DT woulda Toink {so, yeu. 

4. What I meant was, if you thought that such 
things as cement, lead ore and concentrates, asphalt, 
wool, hides, common bricking and railroad ties were 
commodities that paid low rates and consequently rates 
on the proposition we have just discussed, they would 
have to be subsidized by the movement of higher rate 
traffics? 

A. Without making a study of the rates of that 
traffic, I cannot answer you. 

Q.% You would not say either yes or no” 

A. I would not say yes or no; I don't know. 

oe Well, you do say that higher rated trarlic 
must be said to subsidize lower rated traffic. Now, 
when I gave you these instances, are not these just the 
instances where you think these subsidies would apply? 

A. Well, I have no idea without examining those 
rates individually. 

Q. Well, there is such a thing as higher rated 
traffic subsidizing lower rated traffic? 

Ais VCS. 

Q. Then all you are pleading ignorance tO 18 
a case where it is the lead ore and concentrates, hides 
and wool versus the refrigerator and washing machine 
and other higher rated goods? 

A. Yes, but I don't know the group into which 
these commodities fall. 

Q. What do you mean by "group"? 

A. Whether they are very low rated, whether they 


are just average or whether they are highly rated. 
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I would have to have someone take a tariff and set them 
out for me and in different areas they might vary quite 
widely. 

Q. Well, these industrial goods, washing machines 
and so on, do you think they would pay the higher rate? 

A. Washing machines would, I would think. 

O. Well, if washing machines are a higher rated 
traffic,would not the mere fact that the number of cents 
per hundred pounds was higher make you think that these 
were higher rated goods? 

A. if you will give me the number of cents per 
hundred pounds I will tell you that, but I don't know. 

On Wheu J mean i182 Mr. ,Gatiney, you cannor tell 
me/then whether or not in actual fact) it might very well 
be tThac cement and tead ore and concentrates and asphalt 
might be making substantial contributions to the net 
revenue 

A. They may or may not; I don't know, Mr. Frawley. 

Q. So that they might very well be making substantial 
contributions to the net revenue? 

A. They may or: may not. 

Q 


ca 2 


And the higher rated goods may be making 
a very very little net contribution to the higher rated 
Crairic? 

Re Loon Cth imk thet would De rient: ac all. 

QO, Well, vou don't know; you say you don't think 
so. How can you deny or disagree with the proposition 
I ammakingif you have not made any study? 

Ay Well; my common sense tells me and I did not | 
say I had not made any study. I said that the Railway 
Association of Canada makes no study and expresses no 


opinion; my own common sense tells me when you get into 
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both of these things, the higher rated traffic certainly 
would have a greater contribution to net than would the 
lower rated traffics. 
Q. <A greater contribution to net? 
A. Yes. 
Q But such a contribution to net as opposed to 
the contribution to net made by cement, lead ore and 
concentrates and asphalt that one could be said to be 
subsidizing the other? 
A. i don't know the rates’ of cement, Lead one 
and concentrates and asphalt. 
QQ. Now on Page 11, Mr. Gaffney, of your brier 
you speak about 50 per cent of the traffic on Canadian 
railways in the year 1948 moving at rates below one cent 
per mile. What you say precisely is, and I will read 
it so as to have it on the record on Page 11: 
about 50 per cent of the traffic of 
C nadian railways in the year 1948 moved at 
rates below one cent per ton-mile. Another 
group of commodities comprising about 25 ver cent 
of rail traffic moved at about the average cost 
of 1.2 cents per ton-mile. This means that the 
remaining 25 per cent must move at rates Surf icientiv 
above the average cost to make up for the 50 per 
cent moving below average cost." 
That is what you say? 
Ae Les 
Q. Now, do you mean that this remaining 25 per cent 
is making up for the loss on the 50 per cent which moves 
below the average? 


As ‘hat.is riehs, 


2. Well, when you say that the average cost of 


moving a. ton-milleror fretent pyeraid is 1.2°cénts what 
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you mean, Mr. Gaffney, is that it costs more than 


1.2 cents per ton-mile to move some traffic, anda it 


costs less than 1.2 cents per ton-mile to move other 
trartic? 

Le hieaur te SOO er rel t-. 

Q. Now, do you know the cost per ton-mile of 
moving the 50 per cent of the traffic which you say 
travels at a rate below one cent per ton-mile? 

A, (lt varies from a half a ceent (to vone! cent 
per ton-mile. | 

Q. You know that? 

MO OTe 

9. What is your reference, what reference can 
we have from you for that, Mr. Gaffney? 

) A. Well, we have made various traffic Séudies, 
(I am speaking now as an individual railroad )and 
determined the ton-mile rate on various commodities. 
Now, I know as a generality that grain, coal, pulp 
wood,sand and gravel, to use those as instances, are 
generally in the class below one cent per ton-mile 
and that they, by and large, constitute with one 

or two other commodities about 50 per cent of the 
traffic of the Canadian railways. 

Q. Now, even in the face of that you are now 
telling me this, Mr. Gaffney, that the whole 6f. the 
50 per cent division could make a substantial contribution 
to net revenue even though it: moves at a low rate 
below the average cost? 

Bet OI A Ue eae 

Q. On the other hand, the 25 per cent traffic 
at a rate above the average costt could all be lost 
revenue? 


A. It would be most unusual if that were so. 
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Q. Lv could all be Josv revenue? 
A. It would be unusual if that were so. 
Q. You say it again and I will only have td 
Bayou ata Lis) (a a emule ate he Lost revenue? 
A JNO. 
Minn Lu COULG (Noe) pe? 


Dee VON Oce 


o 


You do not assume the possibility? 
pera Ne DI ere hii We ean Ih ee 


THE CHAIRMAN: What is the term you are using? 


MRS PRAWEE Ys LOST "trarric, craricco’ on which 
they actually lost money. On page 15, Mr. Gaffney, 
you say "Service regulations for the common carrier 
vehicle extends to operating rights, schedules and 
reves; Tor the private, venicle Lt isi aimost entirely 
a matter of ensuring orderly traffic flow.” 

THE CHAIRMAN: What page? 

MR. FRAWLEY: Page 15, just at the bottom of 
the page, my lord. 

fe oD thank the word! is “orderly! flow"? 

4. Now what do you mean "orderly flow"? 

A. A regulated flow, perhaps Mr. Frawley, is 
the best way I can describe that -- an orderly flow 
bearing in mind the whole transportation situation. 
I think a regulated flow would perhaps describe it 
as well as I can. 


Q. What is "almost entirely" a matter of 


orderly flow? 


A. Well, there is no rate control involved in 
thet /Per-chink ‘that Wen majyorspornc, as Ercan recall 
hae 

9. Now this is on private vehicles, a private truck? 
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Q. So that we will have our definitions correct, 
that is the private truck owned by the industrial 
concern that trucks its own goods? 

BLESS 

7. Now you say that the regulatory board would 
ensure or’ should ensure; orrone.of.its: duties should 
be, almost entirely’ its whole duty, should be ensuring 
orderly crarfic floweoft the vehicles of) the industrial 
concern that owns them and operates them on the road? 

A Wear 

Q. Frankly, I do not know what you mean about 
orderly traffic flow.) df they. wanted to. send, out, ten 
trucks in one day,if their business, they thought, 


it 


mequmrecdpenat, the regulatory body might say.) no, 
send five"? 

A. (hhat Le noe my pOInts sie. Orderly traffic 
flow, as we contemplate it here, is that the regulatory 
body would control the movement of the private vehicle 
in similar fashion to the for-hire vehicle. 

Q. Well, you draw a distinction? 

Aas THe istincttonyis) Coat. in the case of the 
for-hire vehicle, not only do we Suggest that the 
Board control the movement but we suggest that the 
Board would have rate control and that would not 
enpiswein the, case. om the privere’ venicie. 

Q. But you do say "schedules". You say schedules. 


Thissis ernderly traffic flow-isn!t 169 


A. Schedules would be orderly traffic flow, yes. 


. 


Q. So that we can takethese schedules over into the 
proposition regardiess,of. the private vehicle? 
A. SNot necessarily, mo. win one case the man 
is moving his own goods and I think he should be 


permitted to move them at all times that suits his 
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Convenience. In the other case, the for-hire operator 
is holding himself out as a public servant and there 
might well be many instances where public interest 
demands that he move on a particular schedule set down 
by the regulatory board. 

2. But you said that you wanted to ensure orderly 
traffic flow on the part of the industridist owning his 
own vehicles. Now I thought there was an Pdentity 
between orderly traffic flow and scheduled operations? 

A. It is not intended to be such. 

Q- Then what does it mean if it is not a scheduled 
Operation and the matter of rates is not involved? 

A. It involves what I have just said, Mr. Frawley, 
the movement of the vehicle within the area determined 
by the Board. 

2 2. The Board would determine the area? 

Ne Yes. 

Q. Now, I want to ask you something more about 
the private carrier a little later on. Will you 
follow what you say on Page 19 in which you make a 
pretty sweeping statement about the degree of control 
in Canada. "In these latter provinces (and 'these provinces! 
are Newfoundland, Prince Edward Island, Nova Scotia and 
Alberta) -- in these latter provinces no form of control 
is exercised over trucking Operations other than safety 
requirements and the policy of the prescribed Feo. "9 

A. Yes). 

2. Now, Mr. Gaffney, you have made that statement 


after due research, I suppose? 


. 


A. Yes, I think so. The research was done -- 
I did not do it myself but it was done. 
Q. Have you re-read it? You have not done any 
work on it lately? That was written some time ago, 
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Agi? itewas written, I think, several months ago. 

Ger Weldoriowil ti cablivvyourratcention.then to a 
section wnich you or your research worker probably over- 
looked, Section 29 of the Public Service Vehicles Act 

Under 
of Albertag/iywhich alispublicicarricrs\are iicenced 
to operate and which reads as follows: 

"(2) No driver or operator of a public service 
vehicle shall refuse to carry the commodities 
stated in theiowner's certificatesif: thecsame 
are offered in proper condition unless at the 
time of the offer the vehicle is loaded to 
capacity or owing to climatic conditions the 
property is liable to perish in transit." 

Now is it fair to say that you did not have that 
in mind when you made the statement that there was 
no form of control in Alberta except a safety requirement 
and a fee required? 

A, Icdidsmnoto considers thatetom of controloin 
the sense we are speaking of control here. We are 
speaking of control of the number of vehicles out on 
the highway and the purposes for which they are put 
on the highway. 

Metbnam chabléenging your sweeping statement that 
the only control in Alberta is 4 (requirement in respect 
of safety "and the collection: ofa ifee. 

THE CHAIRMAN: Mr. Frawley, in the section that 
you read a moment ago, there seems to be a control there 
of the nature of the freight which the truck is to carry? 

MRiecPRAWLEY: UvYes) vthat ois; crue : 

THE CHAIRMAN: Will you read that again? 

MR. FRAWLEY: "No driver or operator of a public 

service vehicle shall refuse to carry the commodities 


stated in the owner's certificate if the same are 
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offered in proper condition unless at the time 

of the offer the vehicle is loaded to capacity 

or owing to climatic conditions the property is 

liable to perish in transit." 

THE CHAIRMAN: ‘That is, he is limited to the kind 
of traffic and in such cases he must carry them? 

MR. FRAWLEY: Yes, I am only endeavouring to 
point out that there is a much greater degree on control 
over truck operation than one would be led to believe 
by the short statement in Mr. Gaffney's brief that 
all we control is safety and we are sure that we get 
Curr cee, 

THE WITNESS: May I call your attention to the 
whole paragraph, sir, from which you are reading an 
extract? 

MR. FRAWLEY: Yes. 

A. We say: 

"Common and contract regulation covers operating 
rights, schedules and rates. At present there 

is no uniformity throughout Canada. In all 

provinces fares on buses are subject to control 

put truck rates in Newfoundland, Prince Edward 

Island, Nova Scotia, Quebec, Ontario and Alberta 

are whatever the trucker wishes to charge." 

They are confined to public service vehicle 
licences and it is that that we are talking about. 


Q. 


Then you go on to discuss that in more detail 
and you come down to Newfoundland, Prince Edward Island, 
Nova Scotia, Quebec, Ontario and Alberta, and you sav 
there has been only one form of control in these 
provinces over trucking operations and that is in 

the matter of safety and in the matter of the fee? 
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Q. Now then, do you know that there is regulation 
with regard to weight limitation in Alberta? 


Pe eG) LIke te So, Set Ouy An cur brier. 


Q. Do you Know that there is a regulation with 
respect to insurance requirements? 

A. iL think we set that our, sir 

9. Do you ‘know that there is regulation with 
respect to hours of work? 

A. 2 am mot: sure of thet, 1o be guite frank. 
It may be in the appendix or it may be under the 
Labour Acts Tam not positive. 

Q. Do you know there is a regulation regarding 
the bonding of the operator for C.0.D. shipments? 

An Dothink that is:strue:. 

Q. Now then, would you look at your schedule, 
Pace 15 of i Exhibit.«7 of your appendix whichis) i0 


Loseit Exhibit. t217 


THE CHAIRMAN: What page of 7? 

MR. FRAWLEY: Page 15. First my lord, you will 
have. co Chi ndsExhibiv 7 in the aopendix and then page 
15 of Bxhibie- PA Git Fora tabulation oP ithe “regulations: 
You will see with respect to Alberta that you say 
there is no regulation with respect to brakes? 

BM VANS S. 

Q. Now, that is your statement as to what the 
situation is in Alberta, that truck operators can operate 
trucks in Alberta without brakes? 

THE CHAIRMAN: Where is the comment about brakes? 

MR. FRAWLEY: "Brakes" is the fourth column over, 
Sir. 

THE CHAIRMAN: I thought you were saying ‘rates 


MR. FRAWLEY: No, "brakes" sir. 
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THE WITNESS: Perhaps if you would give me a 
reference to the legislation it would facilitate my 
finding it. 

MR. FRAWLEY: I am afraid you have overlooked 
a whole statute, Mr. Gaffney, the Vehicle and Highway 
Traffic Act of the Province of Alberta, and on the 
assumption that you have overlooked the whole statute, 
I will only call your attention to the fact that 
Section 38 deals with brakes. Then, you say we have 
no regulation in regard to sounding devices and Il 
direct your attention to Section 39. You say we have 
nothing to say about rear vision mirrors and I direct 
your attention to Section 41 of the Highway Traffic 
RGt. and so" on. 

AQ “You- maybe quate righty sir. I suggest 
that you probably are because we seem to be unable 
to locate that piece of legislation. 

y. I have not gone through your whole indictment, 
Mr. Gaffney, but I am not to be taken as admitting 
that I am guilty of the other counts in the indictment. 
Will you look <=- 

MR. SINCLAIR: When is Mr. Frawley's answer coming? 

MR. FRAWLEY: "It may be said that the type of 
traffic (I am reading from Page 21) most in need of 
regulation from the point of view of national interest 
is lone Waul: traffie whieh! is) to a- large extent inver- 
provincial and international .. ." Are you saying, 
Mr. Gaffney, that in Alberta that inter-provincial and 
international traffic constitutes to a large extent 
the long-haul traffic? 

A. I am saying no such thing, Mr. Frawley. 1 am 
saying “in Canada”. 


9. I am asking you whether or not you can particularize 
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impoo oe -as poe rrovincge OL nALberva 18 concerned? 

Rel Nerratcait + 

ae pivanocervainiyrnctnerying to defend the whole 
Dominion of Canada. 

Ae Wetlootnam, 

Hee Webb, thatirs sustetheptroubles tit tmiehs 
possivly be where you have undertaken a Little too much 
territory. On Page 22, Mr. Gaffney -- 

MR. SUNCLATRY URsrthat a question? 

MR. FRAWLEY: That is a question if you want to 
MakenicRasisuchooMr sinc hagr wiOnd PageNee or you say: 

"The principle of uniform control of highway 

Oreansporc. TS not new. bU) has existed in 

Great Britain (and that is the second last 

paragraph) in Great Britain since 1933 and the 

United States, Australia, New Zealand, Union of 

poutheAtrica, Northern Ireland and) Ireland have 

adopted such a programme." 
L suppose, iMrecGatiney,fyou haveysome familiarity 
with thertransport'situation in| those,,countries? 

Aeursome , cyess 

Q. In the? Undonror USoutntAgricas iiniNew 
zealand, in Australia and in Great Britain the railways 
are either nationalized or are virtually a state monopoly? 

ACVAL I think Ghattis vouruevinialtormonosencases, 

Q. And in some of those countries trucking is also 
nationalized? 

A..OPTeMistin: Greatheri tainsnincontthpetisve) 217s 
in New Zealand or Australia. 

Nol etne thenUnionrofesouch Arrice Li emeteldoioris 
also nationalized? 

Ay tiedon'toknow,;stoube quiteyposieive. 

2. %Im any event, as you were preparing this 


brief for submission here did it at all occur to you 
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that you were advocating what might be a direct step 
towards socialization in Canada? 

PAV Oh, GoLe no Gatea lis 

Q. You do not think there is any degree of 
Socialization in what you are proposing to the 
Commission? 

ARI eWoL, sive Lis 

Q. Would you turn the page to Page 9, Mr. 
Gaffney? There, when you were talking about sxhibit 
6, you said: "that there are two reasons for using 
the truck costs on an all inclusive basis". Do you 
see char? 

APag es. 

Q. And "at the same time using railway cost 
on an out-of-pocket basis"? 

Fiith Les 


S Unws Ue nor ant acruthauit or legen thanitruek- 


~ 


uantities Ry ee 
load a and sometimes for truckload quantities 


such things as interest, depreciation, licence fees 
and insurance charges are a fixed cost? 
A. In the case of the highway vehicle? 


Q. 


J 


Yes, the highway vehicle. 
A. We debated that on Friday at some length and 
I believe, I made the statement: to Dr. Innis that our 
view on that is this, that the highway vehicle is such 
a Small unit, that the addition ofvany considerable 
amount of traffic will involve an additional capital 
committment and that we are thinking under those terms, 
yes, interest and depreciation on the highway vehicle. 
TL think Ddvalso.told-Dris Innis, that it; washarguabile 
whether that. is. a- proper position but we think it is. 
O.wabutel am Pubbimee ite toivoula litntlendifferentiy, 


Mr iGaciney. 1 am puting 3t to you that the operator 
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stimatin 
: y Shis out-of-pocket costs then as a practical 


when 
matter disregarded the interest on his investment, his 
depreciation, his licence fees and his insurance change? 

A. I don't know whether he does or not but if he 
continues to do it he won't be long out of bankruptcy. 

DR. INNIS: You were suggesting earlier that he 
did in view of the fact that there was such intense 
competition between trucks? 

A. Yes, that went on for years. That was one 
of the difficulties in the transport industry. 

MR. FRAWLEY: Now then, I want to ask you something 
else about Exhibit 6 and also dealing with what you 
say on Page 9. You say "From this it may be seen that 
while the truck is the economic carrier in the short- 
haul field, the railway is unquestionably the economic 
Carrier in the long-haul field". Now, to gét some 
figures into the record your Exhibit 6 says that at 
400 miles rail L.C.L. is two and a quarter cents 
per vton-mile.* Right? 

A. At 400 miles? 

Q. At 400 miles railway L.C.L. is two and a 
quarter per ton-mile? 

A. Roughly that on the graph. 

Q. Railway C.L. is three quarters of a cent 
per ton-mile? 

Re KROURnTY That, f think, yes: 

Q. And the thirteen ton truck is rour, and 2 
half cents per ton-mile? 

Awe, 1. Chine toa. 12 ebour Pignc.. 

Q. Now you make the statement that the truck 


is the economic carrier on the short-haul field and 


the railway iss the economic carrier in the long-haul field? 
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Re wee « 
2. That is what I want to discuss. Mr. Gaffney, 
you are familiar with the Board of Investigation and 
Research, and the work which they are carrying on and 
have carried on in connection with railway trans- 
portation in the UnitedS8tates? 
A. I was familiar with it when they were functioning, 
yes. 
Q. They were functioning through the war pericds 
19449 
A. I have just forgotten; it was around that time, 
Mr. Frawley. 
+. L-would call your. attention:.to a study which 
they did and which now appears as Senate Document 8. 
I take it you are familiar with that? 
A. I may have read it: I would not say I was 
Ouse familiar with it. 
. You know the nature of the work which they 
did -- at least they made a comparison of motor, 
rail and water costs? 
A. In the United States. 
Y. Yes, in the United States and the instruction 
to that committee was that they should investigate she 
relevant economic competition of carriers by ra:lroad, 
motor carriers and water carriers for transportation 
Services or any particular classes or descriptions 
thereof with the view of determining the service for 
which each type of carrier is deemed fit or unfit. 
Whether ‘you recall those instructions, you will take it 
from me that I am reading from the book? 
Bue ere, 
.. Now at Page 3 of this document we find this 


statement: "The Board's studies show that under average 
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~ O367 = Mr. Gaffney cr-ex 


conditions, the motor truck is much more economical 
than rail transportation for hauling less than carload 
QUaNtTITiea.. Youusre. nok surprised that. they made 
that findimg,..are. you? 

Kou ot MOVE NO,OpUNnDOn, one way. or the other. 

ee pENGI4. Me Wid lilen it, spend Bhat way. iNow 
taking Page 4 of this report there is a very interesting 
graph or figure called "Figure 1" and entitled "relevant 
transportation costs less than carload rail costseless 
than truckload motor costs" and I want to call your 
attention to the costs which are reproduced in the 
figure wn .eraphic..form. but which are. reproduced..in 


a table on Page 5 and this is what was found: 


(Page 9372 follows) 
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"At 100 miles the rail cost was 46.5 cents per 100 
pounds on a load of 10,000 pounds, that is 1.c.l. move- 
ment. Have you that in your mind? 

A. No, I could not carry figures like that. 

Q@. I am not asking you to carry a series of figures 
in your mind. I would like you to be kind enough to take 
@ piece of paper and write it down for me. 

A. I am sorry, I did not know you were asking me 
to calculate figures. 

Q. No, not calculate, but to keep them in mind 
and tell me about the comparison I am asking you to make. 

A. I thought you were asking me to comment on the 
validity of the statement. Would you give me those 
figures again? 

Q. I put it to you that the report says (reading 
from the table on page 5) that the cost at 100 miles, 
the rail cost at 100 miles was 0.465 of a dollar or 
46.5 cents per 100 pounds, using a load of 10,000 pounds, 
that is 1.c.1. movement, and that the truck cost for the 
Same movement, for the same mileage, was 25.4 cents. I 
give you the relative figure for 400 miles: Gy rei, 
90.7 cents, truck 49.2 cents? 

Re pYGs s 

Q. Have you got any comment to make, or do you 
accept the validity and the propriety of the study which 
the Board made? 

A. Without knowing exactly what is in each of those 
cost factors, I would not comment at all on it, 

Mr. Frawley. 

Q. Do may tell you that in each esse it is all- 
inclusive costs, 

A. Well, I think I would rather have a look sat that 


myself, to determine what is in their cost, 
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Q@. It is only right you should have the document 
yourself and you can answer now or on reflection. 

A. No, I would want to read this whole book. That 
is a most unfair statement. 

Q. Subject to the ruling of the Commission, you may 
take thet B.I.R. and just do anything with it thet you like, 
as far as I am concerned, tear it apart, and take as much 
time as you like because I am not controlling the time of 
the Commission. vl) put it to.you thet. that ws. what the 
B.I.R. says. Now you have made your answer we will pass 
to something else, Mr. Gaffney. You sre familiar with the 
operations of Dench (Canada)? 

fy ONG. 

Q. You sre not familiar with them at 311? 

A. I know, as I was mentioning to you on Friday, the 
Benerel area, but Lam’ not familiar st al) with, their oper- 
ation, : 

Ge be Wout wl ike<te Suggest a few things about them 
and see whether you know about them. My friend Mr. Sinclair 
is here and he knows al11 about prene They ere long haul 
operators, Dench of Cenada, in the sense that they have 
scheduled runs from Alberta points to Cranbrook, British 
Columbia. That would be considered a long haul, substantially, 
of the operator? 

A. I would think so, yes. 

@. And from Alberts points to Regina? 

A. I would think that would be a long haul. 

Q. And sometimes as fer as Brandon, 

A. I don't know at 311. If they have, that would be 
a Long haw. 

Q. That would be a long haul. If, as your exhibit 6 
indicates, the railways can actually move freight cheaper 


than the truck for distances over 100 miles, what are your 
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views about the economics of Dench operations? 

A. I think I explained that on Friday, also, 

Mr. Frawley. I believe Mr. Covert asked me that question. 
If that was directed to the question of the railway going 
into highway operation, there is another factor present, 
end that is the ea eee of economy in railway 
operations by the substitution of highway service, and 

I believe I answered the question in relation to the 

Port Arthur-Geraldton srea where some years ago we put 

on 2 bus-truck service and by so doing were enabled to 
discontinue a mixed train and way freight, and the 
consequent saving on this was sufficiently attractive to 
make up for any loss that might occur in the bus or 

truck operation. So that with the railway the sole 
criteria would not be whether the truck operation could 
stand on its own feet, that would not answer it. I 

don't know in the case you mention whether that is so, 

Q. It was because I thought thet you gave Mr.Covert 
an answer that I wanted to ask you something about the 
Dench Company. I assume the Canadian Pacific mainteins 
scheduled operstions by rail between Calgary and Cranbrook? 

Dan WhO, 1 ono knows 

MR. SINCLAIR: I understand the witness has said 
he referred to it to the Commission counsel end; has 
observed to my friend Mr. Frawley, that he does not know 
the details or does not know anything sbout Dench 
operations. My learned friend, Mr. Frawley, said that I 
did, but unfortunately Mr. Gaffney is the witness and I 
am not, I am acting ss counsel. I don't know what he 
expects me to do, whether he expects an answer from me 
to it, but I think he is going. to be balked anyway. 

THE CHAIRMAN: You sre only assuming from 


Mr. Gaffney's enswers whet he does know and what he 
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does not know? 

MR. FRAWLEY: You are quite right, but I have 
not gone very far yet. 

MR. O'DONNELL: I should say that Mr. Geffney 
is here for the Railway Association of Canada, but surely 
we ere in this position that he comes possessed of 
knowledge about the Canadian National and when one talks 
to him about the Canadian Pacific operavions, DT don't 
know, but he must say so if he does not know, 

THE CHAIRMAN: And if he does not know -- 

MR. O'DONNELL: If he does not know he cannot 
be made to. Furthermore, he is hereyone espect of 
the transportation problem. He does not hold himself 


up as being an expert in rate matters as Such, nor does 


he know details of the finances of operation in one 


particular part of the country. He did not give any 
evidence of that, and he has said, "I don't know any - 
thing sbout Dench," 

THE CHAIRMAN: But has not he so far been 
examined on statements in his brief? 

MR. O'DONNELL: No. 

THE WITNESS: No, sir. 

MR. FRAWLEY: I will come back to the brief 
immediately. We get sround the absence of knowledge on 


your part by saying if you will assume with me that the 


Canadian Pacific does operate -- 


THE CHAIRMAN: Pardon me, in his brief he talks 
of the economic truck and he feels, the truck for the 
Short haul and the railway for the long. 
MR. FRAWLEY: That is right. Therefore I think -- 
THE CHAIRMAN: I think your question about this 


long haul traffic there was by truck. 
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MR. O'DONNELL: I have no objection to these 
questions on the basis of the assumption by Mr. Frawley 
that he makes, but when he indicates that the witness 
does not know this or that sbout Dench movement, he did 
not say he did. 

THE CHAIRMAN: But in any case he seys himself 
be -d9es not know and ite no “ise arguing that he ought 
to know. 

MR. SINCLAIR: For example, my lord, my friend 
asked if Dench went from Alberta to Brandon. The witness 
seo Deval anny brow, “end it “they dtd go, it would be also, 
"I don't know." As 5 matter of fact they don't go to 
Brendon. 

MR. FRAWLEY: Now you are giving evidence. 

MR. SINCLAIR: I am just saying thet if you want 
to show what has happened here, there is an exemple. 

MR. FRAWLEY: I don't know thet it does much good 
to say so, but I understand ENey AO) Povo Brandons, wild 
sey tite. anc’ lees trnest. © 77. put to you, Mr. Gaffney, 
assume with me that the Cansdian Pacific Railway operates 


regular schedules of service between Calgary and Regina. 


Now, you say you would assume that with me, or would you 
not? Assume with me that Dench (Canada) operates regular 
scheduled runs between Calgary and Regina. That is where 
you say you don't know, so assume thet with me. 

Bo gYess 

Q. Now then, on that assumption, the assumption that 
that is the fact, just on the assumption, what are your 
views about the economics of the Dench operation? 

A. I have no views on it at all for the reason ti 
have explained -- that it may well be that in that opers- 
tion they were enabled to make reductions in train services 


by putting in highway Services, 
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Q. Assume with me that the Dench operation parallels 
the C.P.R. operation, from Calgary to Medicine Hat, Moose Jaw 
tO Regis Pniehuey always practically in sight of the 
Tallwovys. Assume that. Do you still say that cuts.in the 
rail services make up for the cost of putting trucks over 
the same services? 

A. Of course I don't know that answer. 

@. And you have nothing in the world to back it up on? 

A. i have just said’ that, end this is all’ an assumption. 

Q. Now, Mr. Gaffney, I would take you to something 
else. At page 11 you make the statement that we have in 
this country the cheapest rail transport in the world? 

Av Yes, 

THE CHAIRMAN: Pardon me a moment, does that mean 
cheapest in the rate charged? 

A. in the cost of operation. 

Gs bt Cae cost MCSE lis 

Aa Yes 

Q. And also in the rates? 

A. I don't believe that would be true, not 
necessarily true, but the cost of rail transportation 
in Canada, as best we can find out, is the cheapest in 
the world. 

MR. FRAWLEY: You don't know, or can you tell me 
of any place in the world where it costs $2.59 to haul 
canned goods 2,000 miles from Toronto to Calgsry? 

A. That is the rate, and not the cost, Mr. Frawley, 
I assume you sre giving me. 

Q. I am talking of the rate. 

A. I am no authority on rates. 

Q. Of $2.59 to heul canned goods per 100 pounds 
from Toronto to Colgary or Edmonton, and I ask you if 


you know of any place in the world where it costs even 
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anything like that much? 

Ba uk MevVerno dee sor Papes, 

Q. Now then, you say this country has the cheapest 
rail transport in the world. Do you know that if the 
Canadian shipper of freight was permitted to use the 
United States freight rate structure, canned goods would 
move from Essex County, Ontario, to Calgary et $2.40 
against $2.59 which they presently have to pay? 

fee) nave "no? 1060; 

Q. Now, Mr. Gaffney, will you go to page 13, at 
the top of the page, where you say: 

"It is clear therefore that while in general it 

costs four to five times as much to move traffic 

by truck as it does by rail, the fact that com- 

petition on a rate basis is possible in the long 
haul field is due entirely to the nature of the 
railway rate structure." 
Now I want to ask you if you ere familiar with another 
work in the United States called "Transportation and 
Nationel Policy", oe publication of the National Resources 
Planning Board, published in 1942? 

A. iL may have read it. 2 think L°did ‘sometime, 

Q. I think if I show it to you, you would even 
recognize the format. 

A. Yes, I think I read that some years ago. 

Q. I would like to direct your attention to a 
statement in this publication at page 409 wherein some 
data is given as to the average ton mile revenues for 
a small sample of common carriers by truck. At page 409 
they say: 

"A comparison with rail averages of about 0.994 cent 

in 1938 and 0.983 cent in 1939, would be misleading 


without sllowance for differences in the 
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character of the traffic and the length of haul 
of the two forms of transportation, By and large, 
however, these averages differ little from those 
for rail services under comparable conditions. 
Considering the superiority of motor services in 
many respects, this approximate similarity of 
charges is a source of great advantage to shippers 
end a basic factor in the continued expansion of 
motor transport services." 
And I should tell you (I have given you the rail averages) 
that the truck cost was 3.88 cents. . Having in mind first 
the difference between the two sets of casts, but keeping 
in mind the comment of the people who made the study, 
what have you to say sbout that? 
A. Nothing whatever. 

MR. O'DONNELL: I may just make this comment. 

I cannot see the benefit of taking a document concerning 
traffic studies made in 1942 in another country where 
conditions are sltogether different to what they ere in 
our own country. It has not any pertinence or application. 

THE CHAIRMAN: I have been waiting to see just 
whet light it throws on our problem. 

MR. O'DONNELL: You might just as well read the 
Encyclopedis Britannica or the Reader's Digest. 

MR. FRAWLEY: The witness has been, throughout 
his brief, comparing the average costs by rail and the 
average costs by truck, and what these people are simply 
Saying, my lord, is that it would be misleading to compare 
averages without allowance for differences in the 
character of the traffic and the length of haul of the 
two forms of transportation. Now, if the witness, not- 
withstanding whet seems to me quite a simple statement, 


soys, "I have nothing whatever to say", while I don't want 
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to read it twice, does go on to say, -- 

"By and lerge, however, these avereges differ 

livele ffom,. those for. reil. services under. con- 

parable conditions." 

MR. O'DONNELL: I would just say that the witness 
deals with the problem of conditions in Cansda, not what 
happened in some other country ten years ago. It. is very 
interesting, but not very helpful, 

MR. FRAWLEY: Mr. Gaffney, I want to go to what 
you heve to say sbout the regulation of private trucks. 
Your regard the regulation of the private truck as an 
integral part of the regulation which you propose this 
Commission should recommend? 

Nein het wisncorrect, 

Q. And being quite concrete and coming right to 
home about it, I want you to examine the situation of 
the Burns and Company in Calgary, for example, a large 
processor of livestock, in other words, 9 packing plant. 
I want you to assume with me that this company thought 
it was good business, however misled they may be, to 
make deliveries of packing house products by their own 
trucks as far as Lacombe, which would take them past 
Red Deer 100 miles, to Lacombe, another 20 miles; and 
assume the board of management in Calgary either use 
their present trucks orbuy some new trucks and deliver 
their meat products to their retail outlets in the 
village of Lacombe, 

THE CHAIRMAN: How far is that from Calgary? 

MR. FRAWLEY: That would be 100 miles plus 20, 
120 from Calgary. Now then, under your scheme you would 
limit them to somewhere about Red Deer? 

A. I beg your pardon. I had made no such statement 


whatever. I have repeatedly ssid that under our plan 
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we ere quite content to leave the limitation, if you 
want to put it thet way, or the regulation of the 
commercial truck and the private truck, to the Board 
we propose to set up to determine whet is the proper 
Sphere. 

@. Yes, but, Mr. Gaffney, as far as I am concerned 
this is a serious business. I want to see how you are 
getting the Province of Alberta into it, so if you could 
just try to elaborate as much as you can, or particul- 
arize, on what this Board would do. I am concerned 
really with knowing what this Board would do, and if 
you tell me that you are just not able to tell me, 
perhaps I have not got very much to be alarmed sbout. 
Keep that in view with whet I ssid about Burns and 
Company going by truck to Lscombe, 

THE CHAIRMAN: What page of the brief tells what 
the Board should do? 

MR. O'DONNELL: Page 23, my lord. 

MR. FRAWLEY: Page 23. 

MR. O'DONNELL: He did not say what Mr. Frawley 
Seid, either, 

MR. FRAWLEY: There is a paragraph on page 23, 
my lord, and they direct particular attention to this 
matter, speaking sbout the increasing volume of these 
privately owned trucks, their competition with the 
railways and common carrier operators, and the regulation 
and control of this type of transport by some form of 
legislation is, they say, a problem which should receive 
the attention of any adequate national transportation 
policy. They go on to Say: 

"Failure to regulate the flow of private highway 

transport --" 


THE CHAIRMAN: Where are you ‘reading from now? 
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THE WITNESS: It is the last paragraph on page 23. 

THE CHAIRMAN: "Failure to regulate the flow of 
private highway transport," yes, ell right. 

MR. FRAWLEY: I put it to you this way, Mr.Gaffney, 
it is quite within the bounds of what you contemplate that 
this Board might say, accepting your figures in Exhibit 6, 
and the short table at the bottom on page 9, that the 
economic radius of the 13-ton tractor trailer is 97 miles, 
that the economic radius of the 8-ton tractor trailer is 
63 miles, and the 5-ton single unit is 91 miles. Let us 
assume now that this Board which you would set up for us 
would be guided by considerations such as those 


again I just ask you, assuming that this Board would have 


set 100 miles as the limit that a private trucker should 
Deo a, lowed vo) truck His products out of Calgary, that is 
greLoir distvence, 1s Te noe? 

A. I don't know. 

Q. But it is far removed from where you get it, and 
this would not be running contrary to what you have con- 
templated? 

A. I do not know whether it is far removed or not. 
There ere things to be taken into consideration and I 
would not go on record es saying that the Board might or 
might not set 100 miles. 

Q. Supposing they set 150 miles? 

A. Maybe so. 

QO. They miehny say, take 125 miles, 

hy. LG As) possible. 

Q. I only want to know whet could be envisaged as 
the kind of regulation or restriction which this Board 
would put upon the private owner. They might very well 
say to them, "We won't let you truck any further than 


Lacombe or run out of Calgary." They might very well 
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say that. 

A. Might very well, yes. 

Q. Now if Burns and Company, notwithstanding this 
newly found restriction on their operations, would still 
wish to deliver by their trucks to Lacombe without using 
the for-hire truck or the railway, then you would force 
them to build a large warehouse somewhere in the Red Deer 
area so that they could truck into the werehouse and then 
continue trucking in there free 100 hres. Ley that not 
what it means? 

A. No. 

Q. What would it mean? 

A. I would not force them to do anything. I am 
content to leave it to the Board to say what is proper 
in the public interest. 

Q. I don't think you are following me. I am putting 
to you at the moment some of the things which this Board 
might prescribe in the light of your recommendstions. Now 
you granted me that they might prescribe that Burns and 
Company can only move their meat products as far as Red 
Deer “out ofothe Calgary plant. You having put that to me, 
I now put it to you that that would force that company to 
build a huge warehouse at Red Deer and then do the further 
distribution beyond the 100 miles limit or with snother 
100 miles to go. 

A. I don't know what it would force then vordo Dut 
I would be amazed if they could not use rail services for 
Ly 

Q@. But I would be amazed if whey did 1t without 2 
loss, 

A. I don't think any such thing. 

THE CHAIRMAN: That could only happen in an extreme 


case which would bring an easement, 
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MR. O'DONNELL: But it is calculated on an 
agreement in the first instance between the Dominion and 
the Province, 

MR. FRAWLEY: But you would not be amazed if it 
did force that truck traffic, that Burns would throw up 
their hands and send the traffic to the railway? There 
would be no amazement about that. 

A. Is that a question? 

Q. Yes, that is a question. That would be a 
consummation devoutly to be Washed. Wweild wtinob dase far 
as you are concerned? 

A. As far as the railway is concerned, Mr. Frawley, 
all we ask is that we have a panel that is competent to 
determine what is in the national interest in the trans- 
portation industry, and we are quite content to rest on 


the decision of that tribunal. 


@. Now, that is the way you might like to look at it, 
from your ivory tower, Mr. Gaffney, but if we are looking 
at it from the practical standpoint of what you ere going 
to force upon the executive council of the Government of 
the Province of Alberta, let me just put it to you from 
their practical point of view. You would have them pass 
€@ regulation which would tell the Burns Company that they 
must not truck beyond this economic radius which the Board 
would determine. That is what you would have them do? 

A. If that was what appears to be in the national 
interest, certainly. 

Q. In the national interest? 

Ad, Yesis 

Q. I thought you said yesterday you were going to 
leave some of these things to the provinces? 


A, Oh, yes, but I think perhaps you misunderstand 
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the whole background, Mr. Frawley, from your questions, 
Let me go back to the fundamentals of it. What we have 
asked for in the first place is that there be sppointed 
@ panel that, in cooperation between the Dominion and 
the provinces, will arrive at what is a sound national 
transportation policy; that each of the provinces will 
agree that their regulatory boards will act in accordance 
with this policy; that there be appointed a tribunal to 
regulate and control interprovincisal and international 
highway transport; and that there be an appesl board from 
the decisions of each provincial regulatory board and 
from the Dominion board controlling interprovincial and 
international highway transportation, so that we can be 
sure -- 

THE CHAIRMAN: It would be to whom? 

A. An appeal to this appeal tribunal which might 
well be the panel which does determine the national trans- 
portation policy. iin, the :finst instsnce, to be sure that 
the interpretation of that national transportation policy 
is uniform in each province. Now that means that the 
provinces must sit down with the Dominion in the first 
instance, Af Ghis.is going to work at all, and agree that 
they will do certain things. Now, they must agree that 
they are in the national interest. 

MR. FRAWLEY: Then, Mr. Gaffney, there would be 
only one, there would not be a series of steps to be taken. 
The Province of Alberta might only be asked to make one 


step, that is to agree that 311 this should be set uD. 


A. And take pert in the panel. 

Q. So the first fatal step would be to agree that 
it should be set up? 

A. es, thet denne, 


MR. O'DONNELL: In the national interest? 
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A. In the nationsl interest. 

MR. FRAWLEY: Now then, before the Province of 
Alberta would decide whether it should BRVES-OYr “HOT ; 
they would have to contemplate the things which might 
flow from this nationel set-up. That would be reasonable, 
would it not? 

A. I would think so, yes. 

Q. And if one of the things that might flow from 
this set-up would be that Burns and Company in Calgary 
would be told that they could not truck any more than 
100 miles, if that should be one of them, do you think 
they should incur the wrath of the people of Alberta by 
agreeing to any such thing? 

A. Certainly. 

Q. They should? 

A. One of the other things might be the bankruptcy 
of the railways in Alberta. 

Q. Of the railways in Alberta? 

UMN ¢ cree Ur games ene 

Q. Are there any railways operating exclusively in 
Alberta? 

A. I don't know, 

Q. Now, Mr. Gaffney, you have exempt «ed the farmer's 
private truck from this scheme? 

A. Yes, 

Q. Now, why have you done that? 

A, Because we feel thet the farm vehicles handles 
primarily and essentially the farmer's own produce in a 
Very short tTield: 

Q@. What is sa short field? 

A. It would vary in different sections of the country, 
but I think probably on the average throughout Canada 
25-30 miles might be fair, 
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Q. Do you know that livestock is being trucked to 
market in Alberta at 150 miles? 

Por COUN Se. ly US. and io Vein Ontario, and 1 15 
in other provinces, 

O., In rarmers! trucks? 

rea OL COUr Be 
And you would exempt that traffic? 
That is correct. 
In farmers! vehicles for farmers! business? 
Theat) ven eieniu. 


And I say in Alberta, in farmers! vehicles, live- 


Eee ae | 


stock is being trucked distances up to 150 miles to market. 

Be) Oe) COUPEE 2U 132 

Q. And you will exempt all of them? 

ae Webs 
Q. Why would you, because you assume with me now 

that it is not 25 miles operation but 150 actually being 


done on a good scale. Why would you exempt them? 


ah | s 
A. I see no reason why in equity the farmer should 


be regulated in this. He is the producer of a base com- 
modity, and as such I think he is entitled to a great deal 
more consideration than the man who is primarily in business 
for a profit. Now, in the case of the farmer the things 
you mention are undoubtedly true, that they do truck live- 
stock 150 miles, but that proportion of the picture is so 
small as to be negligible. 

Q. In Canada? 

AY in’ Caneda, 

QO. “But irr Arperta- it Ve'nou-so- smal? 

A. I am not talking sbout Alberta. I am talking 
about Canada, 

MR. O'DONNELL: And it is still part of Caneda, 


Alberta, is it not? 
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COMMISSIONER INNIS: I was going to say, would 
you expect a great number of people would become farmers 
as tne result of this? 

MR. FRAWLEY: I don't know whether Burns would 
call in all its farm trucks from the Burns ranches. Then 
you would have the exempted farmers! trucks delivering 
meat. 

MR. O'DONNELL: There are ways of avoiding it, 
you know. 

MR. FRAWLEY: What about the manufacturers of 
trucks, what would they think sbout cutting down the out- 
put of trucks? 

A. I have no idea. 


Q. That would be one of the end results, would it 


A. I have no idea whether it would be a result or 
nob: 

Q. You don't think it would be one of the end results? 

Aa Le mien net pe, 

Q@. It is very likely. 

A. They might decide they could get out of the whole 
difficulty becsuse of the rates they would get from the 
reilways in that area. 

Q. What sbout the Ontario Oil Company suffering a 
large loss of oil sales because of this cutting off? 

A. %I think you had better direct the question to 
them. 

Q. Surely you have envisaged all tha t?. 

A. Yes, 

THE CHAIRMAN: Does anybody else wish to cross- 
examine Mr. Gaffney? 
CROSS-EXAMINATION BY MR. DARBY: 


Q. You spoke the other day about studies being carried 
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on for coordination and cooperation with services, trucks 
and railways, the movement of freight and passengers. 
Have these studies benn made with reference to any partic- 
ular area, such as Prince Edward Island? 

A. There has been a study made in Prince Edward 
Islend, yes. 

Q. And I take it that any such Study would contem- 
plate the elimination of certain unprofitable and uneconom- 


ileal rail movements or freight movements and the substi tu- 


tion for them of certain movements of freight by truck. 

A. That is the usual truck, ‘bus or =- 

Q. And I take it then that With regard to passenger 
Services you would contemplate 9 like elimination of 
certain services by reil and Substitute for them a bus 
service? 


A. Yes, we have done that in every instance 


(Page 9392 follows) 
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Q. And in any proposal for co-ordination or 
co-operation such as we suggested in our brief that sort 
fo thing would be eliminated. 

A Yes * 

Q. Whether it was in Prince Edward Island or any 
co-ordinated scheme in other provinces. 

a THac? 1S -curpe rent ey siry 

Q. With reference to the allocation of certain 
freight movements and the substitution of buses for 
passengers, I take it that you would agree that there are 
three problems that you will meet. First of all, there 
would be the problem created when you have the movement 
between two points, one on the railway to 2 place where 
there is railroad service, and the second one would be 
from a point on the railway to another point also on 
the railroad, which is parallel, by trucking services 
or bus services, and the third would be where you would 
have railroad services between two distinct points but 
having no competition from other forms of traffic? 

A. I don't quite follow you correctly. 

Q. I asked the question where you might provide 


a service between points where there is no competition 


that you would not run into very much difficulty, but 
now the situation where you have present existing pus 
or trucking competition, if you are going to be enabled 
to eliminate certain of your services and substitute 
what you call more economical bus and trucking services, 


then you are up against the problem of regulation end 


control? 
A. LEB; 
Q. Under that situation you would have one of 


two alternatives. You must either operate a bus or 
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trucking service on your own or you would have to arrange 
the substitution of bus or trucking service by one or 
other of these outside agencies? 

A. Yeu. 

Q The other alternative would be that you would 
eliminate the competitor? 

A. No, I can think of instances where we contem- 
plate the discontinuing of train service or of passenger 
train service and put on 2 bus end at the same time there 
is competing bus service. 

Q. Wouldn't that eliminate him? 

A. No, the present bus service operates ten times 
a day and the tryin once. We would only contemplate 
having one bus trip to take the place of the scheduled 
train. It wouldn't effect the man on the bus line. 

Q. It would affect him when you had train service 
at one time and the bus service starts an hour later, 
and the fact that you run your train an hour earlicr, 
it would take passengers from the bus? 

AN I would contemplate in the circumstances such 
as that that our schedule of the bus would be the seme 
as the train. In other words, the competitive service 
would be the same as to time. We would be only looking 
after those people who went by train. That would be 
Substantially what we would be after, to replace the 
physical portion of the train with the physical portion 
on the highway at substantially the same time. 

Q. We are interested in these proposals for Prince 
Edward Island. Mr. Frawley suggested a moment ago, and 
if you are to ask the bus driver, you take your bus out; 
we are going to wash you out of the picture, then we 
are going to have a problem. 


aS Certainly therelis' not such a situation and I 
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never made any such statement. 

Q. There is another feature that occurs to me. 
Perhaps, I haven't got the right slant on it, but we are 
interested in getting information. You say that 
trucking services do not pay their fair share of highway 
maintenance and construction? 

A. Yess 

Q. If you are going to substitute trucking services 
on your own or trucking services that are being presently 
operated by independent concerns, wouldn't you naturally 
then say you would be willing to contribute your fair share 
as you suggested before? 

Bes Yes, we would be very happy to if everyone was 
put on the same basis. 

Q. Perhaps you would elaborate on that. Iifwwe,; 
then, as a province decided since you are now operating 
and you are driving on our highways and you say you are 
willing to pay additional cost, what would be the position 
of the rallways? Would you not be in the position to 
say, ‘Now that we have been put to this additional coat, 
we are going to raise the freight rate," 

A. Perhaps there is a bit of confusion between us. 
When you say additional costs you do not mean the whole 
additional cost of the highway maintenance and construc- 
tion; you mean a proportion that those vehicles teke? 

ce No, if we substitute for the present System a 
railroad-operated trucking service, now, suppose the 
province says, "Very well, you have to pay: your fair 
share", and we increase the rates on your trucks, 
wouldn't you come back and say, "We are now paying more 
for our truck licences and more gasoline tax end there- 
fore since our costs are increasing, we are going to 


increase the charges to the shipper"? 
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Ae I don't know whether we would or not under 
that particular circumstance, but certainly in any varti- 
cular case where the railroad vays for vehicles on the 
highway I am sure we would be very happy to pay whatever 
the province considered to be a fair share of highway 
costs. But we say in doing that that everyone else must 
pay their fair share on the same basis. 

Q. LI am concerned as to what the ultimate pvosition 
of the provines Vs*soiIne tobe. We say that we will turn 
this over to the’ C.N.R.' to’ operate. You teke over the 
trucking service and you provide bus service, and we say 
you should pay your fair share of the highway maintenance 
and construction and we increase your charges for that 
purpose, and you come back in against us and speak to 
Prince Edward Island and say, "We want additional freight 
charges to carry this traffic"? 

Ai Wouldn't that be within the control of your 
regulatory body? 

Q. Is that the only explanation you have? 

Ai. It is obvious to me that it doesn't require any 
explanation: 

Q. We are interested in these proposals. LECLE 
is going to mean a reduction in cost or an increase in 
services, yes, but where are you going to gain by the 
proposal? 

A. The people of the province under any vlan that 
reduces the over-all cost of transportation; they ere 
pounds to gain in ther. 

Q. I can see where they may gain in a little better 
service, quicker service. I think that the evidence 
is that l.c.1. from Charlottetown to Tignish take four 
or five days to get there. ivean-seevarayoulsubstitute 


a trucking service --- 
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MR. O'DONNELL: The railway gets about 60 cents 
for the movement, and the truck about $8. 

THE WITNESS: 0 DT must confess that I aminot at 
all clear on your ‘question. I itdem it "seem. to: get.the 
point that you are asking about. 

MR. DARBY: Q. If we are going to pay more 
what advantage are we going to get from this co-, 
ordination roefiservices? 

A. I don't know how you arrive at the assumption 
that you are going to pay more. 

Q. I would suggest the truck operators and bus 
operators who are paying a fair shat of highway mainten- 
ance and construction, and you take it over and we charge 
you this fair share, the result would be you come back 
and say, ‘We have higher cost and we look after this 
additional cost of the railway." 

He When you say that we take it over we con't 
contemplate taking everything over. We would be one 
operator on the highway and the other operators would he 
in the same position. if-yeurnquestion ts directedse to 
this, that there is a deficit in the administration of 
your highways in the province of Prince Edward Island 
and if you recovered that deficit from the truck and bus 
operators then the present operator within the province 
isvexactlyvinothe same’ position. On one: hand, the user 
is paying Loriit, and’ ont thevothervhand? ftvdismthe 
general public. Is that what you mean? 

Q. That may be one answer. 

Aa I suggest that is the only answer. Gi haswto 
be balanced. That is’ the only thing I can see, unless 
ams confuseds 

Q. That is one answer, but if, on the other hand, 


the net result of this operation as outlined might well 
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mean the elimination of your competitor and then what 
is the position? 

A I don't see how that possibly could occur. 
What we contemplate in most of these cases is mercly 
Substitution by highway service for existing rail 
service and only that highway traffic that we presently 
handle on the rail. If there are existant private 
operators handling traffic, I don't see how we are going 
to hurt them. We would go on the highway and handle 
the same traffic that we are handling on the rail now. 

Q. You are certainly not suggesting that all you 
would be interested in would be to handle the same traffic 
you are getting now; you are definitely interested in 
getting such business as you can? 

Ae ivamoveryrseriousiy suggesting that it is to 
take care of the traffic we are handling now. 

THE CHAIRMAN: @. Would this traffic be con- 

Signed to the railway for transportation? 


Ne No, not in a technical sense, my lord. 


Q. It would not be transported at railway rates? 
A. Yes, at railway rates unless, and there is a 
legal point involved there. Frankly I am not competent 


to discuss it. 

Q. Presuming that the legal point had been disposed 
of,}) tell ushabousethat? 

Bs If the rate was subject to the provincial 
regulatory board by going on the highway, there would be 
a clash puenes 

Q. If you were given that rate. My question was as 
to whether you had in mind a railway not on its tracks 
but a truck as a railway at railway rates? 

Be That would be my idea, sir, yes. 


MR. DARBY: Q. Then the moment the rate is fixed 
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for the handling of this trucking service, we, es a 
province, would be faced with the proposition that the 
regulation of rates comes within the Board of Trensport 
Commissioners, and it would be taken out of the hands of 
the normal regulatory board in the province? 

A. I am not competent to tell what the legel point 
would be. 

MR. O'DONNELL: It is all protected on an 
agreement made between the provinces and the dominion, 
which would be satisfactory to both. 

MR. DARBY: Q. It would receive consideration 
in contradistinction to the federal board; the provinces 
would have to use this control to some extent? 

A. We don't contemplate that the province would 
yicid any ‘ot. che Juriediction 16 now hae. 

Q. I am suggesting that the agreement would take 
these things out of the hands of the carrying board and, 
therefore, you apply in Prince Edward Island what you 
will get when you go before the Board of Railway Commis- 
Sioners? 

A. The only answer I could give you in the case of 
the Canadian National We do have this highway system and 
in any of the ones we have, we go before the regulatory 
board. 

MR. “UARBY:, 2 think that is ail TI have to say. 

THE CHAIRMAN: Q. Mr. Gaffney, talking about 
this uniformity and control of highway transportation, 
you Say it has existed in Great Britain since 1933, and 
in the United States and Australia? in Aue traiia. 
think you pointed out here that the statutes of Justralia 
usually controlled the railways as well as motor trucks? 
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Q. But what interests me particularly is the 
United States. You talked of the uniform control in 
the United States; is that what you said? 

A I think the word "uniform" is badly applied 
Tnere, 

Q. The United States is the one that probably 


fairly resembles our own country? 


A. In some ways. 

Q. You have studied the highways over there? 

Ae Tes. 

Q. Just how far is this statement you make accurate 


as to uniformity in the United States? 


THE CHAIRMAN: We will take it up after lunch. 


---At one ofclock the Commission adjourned 


Unt e.4S D.n. 


(Page 9400 follows) 


sat to bewk 


«oe ae eels 
“tates wy ay Bd Ane 


patios yspad ak Sapphic bao ote 


yitiedoye dedd sap add at asd yeae pedal oi, i au | 


eyadime 39 ye LO, aeli his 
; 1 . aysy HOR 7 seas 


bis ‘ 


foqods Yayo eygudate age Berpies a yee oe af 


: - 
Sacer tra ktaAn WM Pow teen’) an Sing ni} ane J ls | 
Ps, SYD. oe * eee vee. + ate wert? ue hE. BO! f9 2 bet 7 4 a. ae 
S 3 
7 aoe eo 
Me Ee ere 
Ll 
- 
i : 
; a 
1 
a | 
; a 
re 
, if ‘ 
- 
i 
f om ft. f ri Py ae 
(awoLlot OO FQ ee hoe 3 nt 
‘ tt. ‘ Sisto 
i : 
{ 
; : 
{ \ 
\ 
| 
nu 6 . 
wt ; i a 
a 
’ j ‘ my ‘ 


- 9400 - Mr. Gaffney 


OTTAWA, ONTARIO. 
Monday, November 21, 1949. 


At eee RONG OM No oS 0 ON 


MRa 2. A. GARENEY. recalled 


MA COVERS) UT think. Mr. Chairman. you had 
just asked Mr. Gaffney a question and he had not 
made an aswer . You might get the reporter to read 
POeO Kae le ee, 

THE CHAIRMAN: No, I nemember what it was. I 
was anxious to know whether you could point to any 
country where difficulties similar to those we have 
in Canada exist, where we have divided restrictions 
and if they have been able to get together and agree 
On a measure of control. You referred to the United 
States, for instance. That would be the CASE tou 
COUDSOs Very much in point. 'VYou see. in Gre ain Brivain 
it is simply because there is only one legislature and 
the same in Ireland. They have recently done something 
about it but the question is have they done anything 
an tne United States of a similar nature? If the 
have it would be very interesting to us to know 
epout it. 

A. The only thing that they have done in the 
United States, sir, is that railway Transportation 
and highway transportation, interstate, is under 
the jurisdiction of one Commission, the Interstate 
Commerce Commission, but the control of the transport 
itself within the state rests with each of the forty- 
eight states. 

2. Well, in the state of interstate transport 


is there any over-riding body which has anything to 
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do een the maintenance of the highways or the 
cost of the highway construction and repair and 
so on? 

A. I think, sir, that by and large at least 
each state looks after its own but I do believe 
there are federal highways in the states that are 
looked after by the federal government. 

Q. Well, if there are federal highways, of 
course, as far as they are concerned they would be 
a government responsibility? 

A. + Yes.,.-the building, maintenance, and 
constructions; ves: (sir; 

Ano tibet, te, as fanias Toucan well, us? 

Ani Wed 61 a phew heise. far as wevcan tell 
you. 

9. Does anyone else wish to question Mr. 
Gaffney? Mr. O'Donnell, have you any? 

MR. O'DONNELL: No sir. 

THE WITNESS: One thing you asked me to do 
and that was to summarize for you the recommendations 
inyuthe (bri er: 

THE CHAIRMAN: Yes, I asked you whether you 
had summarized them. 

Ae Yes. If you wish me to I can give you the 
page numbers of the text where the page number appears 
or I shall read a summary into the record if you wish? 

Q. You had better read that into the record. 

A. It ig recommended, however, that uniform 
control of highway transport in Canada may only ye 
accomplished by agreement between the provinces 
and the Dominion. This Association, therefore, recommends 
that action be taken to bring about discussions between 


the provinces 2nd the Dominion with a view ° to 
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establishing 2 national transportation policy which 
will secure the optimum advantage Sabi each type of 
transport. This would involve an agreement by the 
provinces that their regulatory commissions should 
act in accordance with an agreed international policy 
and that provinces should enact measures uniform in 
principle to that end. 

The Association submits that your Commmiss-on 
should recommend the establishment by the Dominion of 
an administrative tribunal with power to licence and 
regulate inter-provincial and international highway 
transport. Provincial boards or commissions have -and 
should continue to have similar powers in respect or 
intra-provincial highway transport. 

A Ties tse. In your brie? 

A | Yes (Sur. 

Q. I have read that; you need not continue then. 

A. And then sir, if I may, in reading through 
the transcript I have found the odd word or two in- 
correctly reported that in some cases quite seriously 
ehanges the intent. On! Fage Qlel -- 

MR. O'DONNELL: To save time I might say if he 
would file a list of those corrections that would be 
all right. 

THE CHAIRMAN: All right, that will be all right. 

MR. O'DONNELL: Before we go on to something else, 
my lord, in connection with this brief the Comm:.ssion 
has just been hearing, there was some discussion this 
morning between Mr. Gaffney and Mr. Frawley concerning 
the cost of freight service in Canada. Tt oecurred 
LO me that 4t would be of interest to the Commission 
to refer to the evidence of Mr. Crump in the SO per 
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4360 and 4368. At Page 4368 Mr. Crump gave the level 
per ton-mile for 1945 and contrasted it with the level 
per ton-mile in the United States, IMdia, Union of 
South Africa, Italy, Sweden, Denmark, Germany and 
Great Britain, all of which were higher than the rate 
here. 
THE CHAIRMAN: Canadian rates are lower? 
MR. O'DONNELL: Yes, and that was uncontradicted. 
MR. COVERT: Mr. Chairman, we will continue with 
Manitoba, Mr. Moffat. 
Re oeMorrnl recalled: 
CROSS -EXAMINED BY MR. O'DONNELL. 
Oet Mo. tMoffatpawtiloyounplease turn to Chapter 
1, Page 6 in your brief. ,I'+think thatiis Page 47, my 
lord inkthe printed copy. The concluding sentence there 
in the first paragraph beginning "If there are a great 
number of these non-competitive rates on commodities 


Neand sac On to 


movements wholly within the east 
the end of the sentence, first paragraph. 
THE YGHATRMAN:: Is that under the heading of 

"Railways as Instruments of National Policy"? 

MR. O'DONNELL: Just above that --"Transportation 
Other Than by Railway” on Page 47. 

THE CHAIRMAN: "Hence the Manitoba government finds" 
and so on? 

MR. .O'DONNELL»,<Just.above that, the second,lines 
"Tf there are a great number of these unremunerative 
competitive rates on commodity movements wholly within 
the east”. 

THE CHAIRMAN: Oh yes. 

MR. O'DONNELL: Now, you see that sentence, Mr. Moffat? 

Aeyavesosir. 
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that if rates on traffic in the west are below cost, 
the deficiency must be made up by traffic elsewhere. 
The reverse would apply too, would it not? 

As Are ‘you asking us the question as a Tact 
as to whether this was or are you asking as a question 
of opinion as to what you think should be done? 

Q. You commence the sentence with the word "if" 
and 1 don’t doubt thay the same woulda be true in 
reverse, that if the rates on traffic in the West were 
pelow cost, the deficiency would have to be made up 
somewhere else? 

Ba ves, i thank: chat 1s) trie in general poernaps 
DUD MOD as TO the facts of the past. 

Q. No, it is all on the assumption you make 
there. If the grains rates, for instance, were taken 
into consideration and they were lower than they 
should be and there were a deficiency on those, then 
that would have to be made up somewhere else? 

A. Yes, if that was true something would have to 
be done about it. 

Qe) ANG am The Next paragraph you say there, 
and I am paraphrasing it "The Manitoba Government 
believes that the benefits do not equal the burdens". 
Now that is the belief of the Manitoba Government. 
Has) any detailed study of the matter ever been made 
in the way of studying way bilis which, I understand, 
is the only securate way of getting. au any proper 
estimate of what the facts really are? 

A. LT Would say: two things: to that. Finst of all, 
no study has been made, and secondly, way bill study, 
we do not believe in any way would be an answer to 
that question. 


Q. The Manitoba Government believe there is -- 
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just what you say then "believe"? 

A. Yes, a belief based on the type of marketing 
situation that is involved and on the nature of the 
way the market opewations for the commodities that are 
Concerned ere carricd out. 

Q. But no formal study of that has been made? 

Bo NG. 

Q. Now on Page 7, the next page, you speak there 
of the growth or other formsof transport. That is 
Chapter), Pace. 7. invthe mimeographed’ brier and’ Pace 
47 of the printed brief. You speak there of the 
growin Or other forme of transport. “Do ‘you ‘see that? 

AD OY ea. 

ao Well, Js Une position thatthe Manitoba 
Government would go along with a collaborative or 
CGoperavive endeavour To the federal authorities in 
endeavouring to find an escape if the growth of 
highway transport in fact jeopardizes the railway 
revenues? 

A. Well, as far as discussions are concerned, 
that is what has been going on before this Commission 
and that sort of thing, yes. As far as any statement 
Or policy on benalf of the Government, ‘that they would 
Or would not be willing to surrender jurisdiction alone 
the dines of this submission that was made by Mr. Gaffney, 
chav 18a point which we have taken up with the 
Government several times and have had several discus ions 
but we are not -- 

THE CHAIRMAN: You have taken it up with the 
Government? 

A. With the Manitoba Government in the way 
of discussion several times but we have no specific 


instructions as yet. 
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Q. When you say "We have taken it up" re mean 
yourself? 

A. Our committee that -have been working on this 
brief, yes, by way of preliminary discussion. 

Q. This brief is th: brief of the Government 
of Manitoba? 

Ay, Yes; but. not on this particular point. You 
See, suhis.briet does notiptake’ anyrstandiron that) par- 
Vicular pennt, 

MR. O DONNELL: No, but it refers to this subject 
in this brief "The growth of other forms of transport 
and the method of handling the problem created by such 
growth --"9 

A. That is talking about it as the situation was 
prior to the Act of 1903. That is what that paragraph 
is talking about. 

Q. And it goes on up to date "There have been 
considerable steps in growth of other transportation 
since 1903". ,You are not talking about the situation 
in 1903 in 1949 when you are trying to find a solution. 
Now if the partial remedy for the trouble is in the 
hands of the provinces, would Manitoba go along 
with measures that might result in a remedy? 

Roy Wella you sare etl li thinking in terns of 
the truck question, are you? 

QA. Yes, and the over-all transportation policy. 

A. I don't think I can answer that beyond what 
IT have already said that there have been several 
preliminary discussions but we have no specific 
instructions as yet as to what policy statement we 
should be authorized to make. We are hoping to get 
something -- 


THE CHAIRMAN: Can Mr. Shepard tell us anything? 
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MR. SHEPARD: I think I may say that ae Moffat 
and I plan to go back to Winnipeg this week and that 
we hope to have instructions, not only the ee 
of trucking but on two or three other matters that 
are still pending and have certainly not been 
dealt with in our submission to date. 

MR. O'DONNELL: So you are not in a position to 
say any more than Mr. Shepard said on that subject? 

A eNO. NOU TON the. Sub GOU “OF 1Grucks:. 

Qa. “ineidentally, vnis comiittver you refer to, 
as Economic Adviser to the Government of Manitoba 
I suppose you were the Chairman of the Committee? 

AR Thao ssrcorrect.. 

Q. Among the committee was there any person 
wWno- prior to their sitting on the committee which 
was about two years ago -- 

A. Three years ago. 

Q. -~-- who had any experience with transportation 
matters? 

A. No, none whatever. 

a “Lo Started from scratch? 


Ae hay as rvehe:. 


2. And they studied it from a int 
Ahearn nNacadenic. point 


A. We have studied it from the Mag olewh pena he 
view -- 

Q. The committee had no practical transportation 
man on it. 


A. No, just what has been developed during 
the rate cases and in preparation for this hearing. 

COMMISSIONER INNIS: Do you find that a great 
advantage? 


A. In some ways and in others a disadvantage 
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MR. O'DONNELL: You do not come to study the 
Subject all cluttered up with ideas that railway men 
of thirty or forty years of experience have had? 

BaP eae bor et ene: 

MR. FRAWLEY: Did you say "cluttered up"? 

MR. O'DONNELL: And you have alsoample freedom 
concerning restraints which may have been placed upon 
your actions knowing that in practice and in fect things 
ought to be done in certain ways? 

A. Yes, there are advantages on the other side 
as wells 

Q. Will you please go to Chapter II, page 2. 

I think it is Page 50, my lord, of the brief. You see 
towards the bottom of that Page 2: "In other words, 
the competitive operation of market forces becomes a 
regulator on which the public relies --" and so on? 

ean es 

2. That is true where there is’ a free market? 

A, That is what we are describing there in 
the next sentence. It says "This situation does not, 
however, prevail in the railway industry." And there 
is no free market as far as the railway is concerned. 

Q. That is because they are regulated and fixed 
by the Board? 

A. No, that is because the competition basis 
is such that the railways have an almost complete 
monopoly in the great bulk of the type of traffic that 
concernsus in the West. 

J. But the railwaysm are not in a free market 
in so far as their service is concerned. The rates 

charged by it are restricted by the Board which regulates 
Lay 


A. That is not what prevented railway operation 
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from being subject to the market forces. It was 
because the railway rate structure was not subject to 
market forces that this other form of control was 
brought in. The control was put in in order’ to 
protect the public against the consequences of the 
competitive position, the monopoly situation which 
exisued’ 

O2. some Gime 4ko? 

A Andie. Che sore sent  uime- 

Q. Well, at the present time the compevitors 
of the railway are quite free whereas the railway 
Dee a rave thatois restricted? 

Aa ine COmpeti vor is not free in our province. 

G. TO Within certoin bina tecions. | Theoretically, 
IT understand you have certain regulations which it 
1698610 ‘are nov eniorced in all. cases’ 

A. We'll, 1 would not want to agree with that 
but certainly the truck operator is not unregulated. 
2, The railways are far less free than the 

trucks... (Let us leave 2b atuthat. 

Aw VAM Dot too sure about thet either. 

D.. Youare nor? 

Be) ANG. 

Q. Well, we will allow the Commission to draw 
their own conclusion on that. Will you please turn 
to. the next page, Page 3 of Chaprer 11, Page 50 of 
the printed brief. Well now, you say there:" 

"Even where a locality is served by more 
than one railway, there is a strong monopoly 
element in the movement of any particular 
shipmemt unless the point to which the 
shipmermt is going is also served by two 


railways. In the absence of some regulatory 
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device the public would be left largely at the 

mercy of railway management." 

That again refers to the anterior period? 

A. It refers to the present situation so far as 
the rail operation is concerned. You have this kind 
of situation, that Winnipeg is served by two raliweye 
but on a particular shipment from Winnipeg up to Carmen 
or Elm Creek or any local town there is only one 
railway goes out there. Consequently, the railway 
has the monopoly on shipments to and from that particular 

small town. Now, it is true there is truck competition 
On che type "or trarric that the truck canvhandile'. 

Tay iS Only a yery small part of the traffic that 

j@mes out of those small western towns or goes into them. 

9. What do you think the outcome will be when 
the Trans-Canada Highway is putinto operation so ve far 
as long haul traffic is concerned? 

A. So far as Western Canada is CONCSTYIEG sek TOO 
think it will make any great difference because the 
great bulk of the commodities that are shipped in end 
out of Western Cxnada are so heavy and so long-haul 
in their movement and there is no particular advantage 
ii) Speed. | “The important thing Teco Bet the commodities 
Oue-or ‘here’ and “that "kind of trarric, ‘grain, meet 
promucts, coet, fumber, “L don't "see any possibility 
that the Trans-Canada will make any change in that ct all. 

Ms li your View Ue. Une DULKnot Une “Crart ic 

WoC MOVeS “in tie Freivic Provinces Will conuinue 
to be moved by railway? 

Ant Ley ar Ue Creat. DULrOL to. Lan nou saving 
Ol us PUL Ole Breau eof iL ves. 

9. And that fact would have some bearing, would 


it not, in judging whether the Prairie regions are at 


eR RN To" Sty 4 
lee te ae are (eae nian ark 
f spoted rhb ttf maa @ 
| “ ead aie t des ERA A 
“on tad oe Aores susie ‘di . 
RNa tee erates 
- Dhot ati avait aot sbaexednon 2 ASHER.) 

wee aaa ced pat ae ee Te ee Penni aha Ee 
Lasigt Mom Ow “d bowrse at” ‘gogtaniW sed edb a 
Wd m7 er tg “eyed” or. 1 fe oe be : ot Pa 
mg serah) Ov gu geazmir pont: dnomg ints - seuotaasg, “f 1 “tir 


mo ie EAA fer: us oe ; 


S Wan 
J _ 
& ates 


Saye 


no a) oon awod fs vol este =O sioond ate % 


7 ‘ 


pe eo Tastes eee SU ; 
wine ypaanoy, errand “ine B08 sown | 


¢ 
rs gt 
‘ae 2 


f an 
SW Liny GRY « \ : | 
oy eee M2 Fenn heo ! . foe a | ie 
2 . Cae a as Ps . ‘i? ; ia x . 7 
Pee tes a. j eet ‘ eee nak 1 TE rae y } c r odd = | . 
; , i at a a tale be . » ry 7 
tuft FLY AIC n't fis OF: EAT? B aio Ve eqarion iy ae ' 
* Pe nae ha) oN ee eA a VET ROR E Se ets ea) "i 
See Ee WMe oh Hunan Peete Tei ik eee Ee | 4 


» oe 


; a F F js ri 
fount et onodt eord et ot wort sword {fame )- 


noObely7oqme 


LLY) 
x Ada SR : : , ap i 
Lhe Ae) ae Bis ne ea ~ - y Ao 
ase 96 . : ‘ I ta ve st <b fr ip Sy aw i 20 say and : 
a tL Sr ae fs fis anes wd . mAs Seng OE Ae ed ‘ | eee 
= Pose Coe ay n 
BY ic Gad & pra ce % ae te S a . , 6 i 
; Bs esi ay aise : : ‘ r - ¢ ar a 
aes i ‘ Fiat a oo ae zy mre y RE aed. 
ana At Doha J arts) 70 ry ata | Ciomde “tov a ‘TLL 4 id 
ei a Lee wah ; i 
ey o are : Fe och a a 4s a , are ‘ ? A 
7 cB pce a Gn ees a Pee ge or) ce 
a A are LP ea a ros mots ow ifeme seody Fo INO como, a 
RSS OVAL BOE Ae PRR tel iit) Heenan iat aha 
: ; ul : ! : =) ik : Sn } ‘s 7 ‘ i erat? ok + +? ri [ 4 . : 
pe Fe sup amendtiua ofe SEES SOY CR TREN © =m” 5 pas 
$7 tw | she he (LE ‘ 2 bs SB ' ¥ vate ht * 7 Ne hy , oP ~ iu! ol 
ee EG Wa EE se) 


: “ud { 
at vernal abesr tet an dal oy i 


wd 


; ce —- 
™ i, ~t f N 4 | aad iJ 
arene A he 7 eee * e i ; 
ae m ’ c | : 
yp 
e bors 91109 at of" yang iy fort afro vt ri 
. - : ‘ , 8 
A ae Four ae ~ lata ee 5 LA 
! re a Pak: aol ia ao 2, H » ’ a 
: ‘ = Re WAT ‘ey OF, ; soW Ge “87 oO a iA i ' 1 
+? ip e 7 ‘ nre sAGs ESSER Cae BS Ne A R { ‘ 7 
rita iter} . Pues wes 1a, 
th hae mck ae ae fe iP anh sat itebelt iL 
i} agus a%ih goetp yas stem [liw 7) ™ 
* ee) Soe ot i) Somos 4 A ee ded ere © 4 ru f 7 Ay 
’ Fee es oH oY “games Ve al A 
By wate i ae ‘ pink Wad . ; i if ~ ; i ys er 3 yy: 
f ko pi cetae aah dente? Bele leomnoo 2h ba) woh aes 
’ {I oe it GM 4 ie + ee Be di 5h hey ty - Pe $1 -, . { 7 UF 
st ot oe 5 Oe is: "iets Se ‘ int ae U : f { 
Ry ir oe ee re NE Mh : i “dy a ae 
MAEDA Mmcutn gree Neen TEP Pe a s.r Le ) etre W SO ids ri 
Tc Agn¢ Pie? 1518. at he ae Y Vv &’ ue Nall { re an Pi : 
ao o~ ae aa ‘ ~ . ; A a, ch ‘ P a a PF 
ci : Slax ha) Ce ee spire: Fee) ae oh Ad : 
* th) ee ee oe “d ne mevor eS at, ’ > 


oe) Ne ie 
anadnover “Skvoliieg Of el a hvely ate 
Mi! pi ary mat S 


wpe - Ps Ai q " 4 ie 
re hoes why tiene RY i ' at iu 
cS c(h. 04 = 34 , pee ¥ \ { \ oo 
a ‘ oLif: a ede ‘. poe setae i. » DSS B sot | 
gsitibomuoo odd dey od! el eniny eaeeroge i At ike oa ie ; fT 
; rat: was ants fa eA ie Gs me cS a a Ww 
iptig ls ary re > oO) ano” 
iL. ane eft CS ty SPT J to bri ew si ig prs oe nas mi * oats eal 
j i Ae See ie ri ae 1 cert ac Be ‘s aFiy, . y | co ie J ia) 
A Scar a Pe wey es) 
Paka Pie ‘nob T today S00 eeou hong 
Vz. rl LalaRgog Yas ‘p98 'y ee et — t as 7 , A ere 
: : a Pee eataee 6. Y oer pas Vig m cee y 
Rs : aia) We sane cake ng Hog 
cra se date at omnedo yas onem Titw ey oy we O-e ‘t ont oe 
pS J okie ie Men rane of LAS aN es aS me au 
POL aL) ie MR ik de ee Sc he es rire me Pah ie" I 
K Er ‘ ne a rt rn ; ae st 7 
oltinat sav to Aiud: ott ‘sont welt u0Y yard te ee 
ad a att aa “@ _ oat Aa j = oe i. a 
f " ‘7 H : a i ae ae ape Ma 41 | Fy ist . 7 a ; . at am yee ae i Pd Ce atl : . ¢ 


euniines IIhw t aeontvort ® ia tnad * oete as 
. ‘ sale 


go! ity a pig 


if 


-~ gill - Mr. Moffat cr-ex 


a disadvantage or an advantage rate-wise when endeavouring 
tO survey CTheir position? 

A. What fact? 

i srine rato wie bole Dut of Lhe | prarr icai3s 
low-rated, bulky traffic that has to move by railway 
as it does at the present time? 

A. Yes, that would affect the considerations, yes. 


Q. Now would you please go to Page 13 of the 


Or 


Mameosrapned. (Oriel anche same, €hapoucr.., Li. Pager ts an 
14 which would be Page 56, 57 and 58 of the printed 
brief. Pege 14 under the heading: "The Board Should 
Act More Frequently on Its Own Initiative” and further 
on down that page: 
"Under such circumstances it seems proper 

thet the Board should act without waiting. to 

be ‘cabled Upon, chat 1b should advise anLier 

the interested groups that’ the problem is 

How under vives consideration. and should request 

them to state their case before it." 

Under the present circumstances hasn't 

the Board got the power to do that? 

fe Ye Sh nk &. Was proba is yesa 

@. Therefore the power being under the Act 
that should (be sufficient or there ‘should’ be no 
need to amend the Act in that respect? 

A. ‘The question is how the Board can be 
persuaded to take a different SBtvivude: on 
this. As to whether thay calls for amendment of 
the Act We not in cur schere: 10 is: propabic tney 
do have the power but they do not exercise 
it as much as we would want to see them exercise 
2% and Ab may be thatadmierder to create aihew 


attitude there will have to be an amendment in the 
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statute. 

Q@., If the Board has powers present in the Act 
theaGyus culticient, in so far as This, authori zacion) is 
CONnCewNCd sy, HAS CO Whether or not Lt acts 1s another 
metoer. That.depends. on the individuals that form 
Une Boerad av the time? 

A. | Who..form the Board and its 6tatr, yes. 

QO. Mod vou will agvecumy pointgwis Tf the vAct 
BOM UnL COLON GG. Al Gade uO one meuLer Of eobanci neg wihe 
Act but tomeet your suggestion that any given Board 
may bewactive-»it»might be necessary to.change the 
Boerd.from.time,to.time rather than the Act? 


Ponies than As a possibilivy.,. 
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THE CHAIRMAN: Can you give us instances of 
cases where the Board by a failure to act on its own 
initiative has brought about some undesirable condition 
of things? 

A. Well, the one case that is particularly relevant, 
I think, is the failure to do anything to equalize class 
rates between the east and west. 

Q. Equalize class rates? 

Bo wre. It is a fairly specific rate, 1648 a rate 
you can see and compare the levels of in the two areas; 
and still the Board, in spite of having directives from 
the Dominion Cabinet to bring about equality, they have, 
I think, on two occasions had such directives and heve 
come back with a decision that the present rates should 
Stay where they are, 

MR. O'DONNELL: For reasons which have been given. 

A. For reasons which have been given, yes. 

Q. Is it not a fact that over the years the Board 
has narrowed the spread between the class rates east and 
west very considerably, since 1904? 

A. Between 1914 and 1921, I believe it was. 

On Les. 

A. Since 1921 there has not been anything further 
done toward equalization of the class rates. 

QO. l Butwiaelt notre ach theatuthe: majority of. the 
traffic does not move under class rates? 

hey Yes? thathis inkeht, 

Q. So why would it get down really to studying 
matters which to no small extent would be academic, 
would be questions of paper rates? 

A. Well, to the extent that it is 5, 8, maybe in 
some cases 15 per cent of the traffic which is involved. 


Whether that is academic or not depends on some information 
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as to how much traffic actually is involved. It has been 
very difficult for us to find out exactly how much traffic 
is there, 

Q. Would you think thet in 3a region where the density 
of traffic was one-half what it was in some other region, 
there should be 9 differential in the rates? 

A. Not on account of density of traffic alone without 
taking into account how density of traffic affects operating 
costs as well. 

Qe eyes. 

A. If it affects operating costs you get into a 
different situation. 

Q. And would you not be prepered to admit that 
possibly the Board had taken 311 those factors into con- 
sideration in sllowing such a relatively slight dif- 
ferential as you think exists today, to prevail through 
the years? 

A. They did when they made the study in 1927, I 
believe it was, but they have made no further Study since 
then, so far as I have been able to discover. 

Q. Yes, but haven't the rates that move the traffic, 
commodity rates, been changed continuously since then? 

A. Some of them, yes. 

Q. A very considerable number of them? 

A. I suppose a considerable number, yes, but there is 
a substantial number of them which have remained just 
where they were in the last two and a half years. 

Q. During the war years they were, of course, frozen 
by virtue of the Wartime Prices sand Trsde Board order and 
nothing could be changed. 

A. Nothing could be raised, that is right. 

Q. The result of your suggestions here would be 


virtually that you would put the Board of Transport 
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Commissioners into the business of managing railways, 
if your recommendations were acted upon? 

A. No, I don't think managing railways. 

Q. Well, interfering with -- 

A. Putting further restrictions to some extent on 
the transport of the railways, yes. 

Q@. Do you consider that that is in the interests 
of trade generally, that the railways could be restricted 
ims pheir* endeavours, )forsinstance, .bopputsin.aywate to 
essist a particular shipper or to move his traffic? 

A. It depends whether the rate has the effect of 
causing some other shipper to have his rate increased, 
or whether it brings in some element of discrimination 
against some other shipper. You cannot answer in general 
terms, 

®. Any uLtimate discrimination, 1. thinkiyouiwill 
agree, is sufficiently provided for by reason of the 
rignt.of any other ,»shipper.to.complain. to the Board in 
cases of discrimination? 

Aung No 

Qew You idom't, thinks that? 

foe (NO. 

Q@. Don't we agree that a shipper who is discrimin- 
ated against may apply to the Board? 

A. Under ‘thedefinition)of discrimination thatihas 
been laid down, yes. 

Q. Unjust discrimination? 

A. But that definition allows a substantial amount 
of discrimination to go ahead and to remain in effect. 

Q. Dor'ticouthinkttihat Leica oreooed (thing? 

i. NO, ot) aol rote. 

Q. You would have the Board fettered in such a way 


that it could not look at that type of thing st all to 
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decide whether or not a rate unjustly discriminated 
against some other shipper? 

A. That has to be taken into account,. but there 
are factors besides that which are to be taken into 
account. 

QO. such as. what? 

A. The question of whether the rates in one srea 
are being allowed to develop, a substantisl number of 
them, below the level which is in effect in another area, 

Q@. But it could only be handled on the basis of 
the rate as it arose, each rate would have to be examined, 
would it not? 

A. Each rate would have to be examined, yes. 

Q. Now, under the present Act cannot each rate be 
examined at the present time? 

A. Yes, but that is not enough; simply to examine 
each individuel rate is one thing, but to stand back 
once in a while and look at the over-all effect of all 
the individuel rates is a different thing. It may be 
that any one individual rate would be quite justified at 
its present level, but still over a period of time a 
substantial number of such rates would be brought in and 
a change directed at the whole group of them. 

Q. That is exactly what happened in the 21 per cent 
case, the whole group was changed, but their decision 
that the whole group should be changed did not prevent 
each individual affected by the change having the right 
to come before the Board and complain, 

A. No, both would have to be done; 

Q@. Are not both done at -the present time? 

A. No, too much attention on the individual rate 


and not enough attention to the over+al1l general level. 
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Q. Are not the over-all general level and the 
results which flow from it reviewed by the Board, or is 
not the Board at least in a position to review them at 
the end of each month in each calender year? 

Ae Le Lenin @ POS tion co do 2c, sunjecu, vo having 
the necessary statistical information made available to 
it, which it Nes not got at the present time. 

Q. Do you suggest that the Board cannot get that 
at the present time with the law as it stands? 

A, Not with the law as it stands at the present time, 

Q. What do you want? 

A. I think (I am not too precise on this) I think 
they have the authority to get that sort of information, 

Wee LV esis 

A. In fact they have not been getting it. 

Q. Now whet makes you say that? 

A. Because on numerous occasions during the rate 
cases there were questions of this sort which came up. 
The western provinces argued that the canpetitive rates 
in eastern Cansds were lower than they were in western 
Canada. The railway witnesses and anyone else who was 
available were asked how much traffic was moving on com- 
petitive rates in eastern Canada, and the answer 
inevitably was, "We don't know." They were asked how much 

were those rates below the general level of rates in a 
different area, and the answer inevitably was, ‘We don't 
know." 

QO, hat Te Pisnt, 

A. Now the Board may have perfect authority to do 
53 lot of things, but unless they know what the situation 
is on this kind of rate and know how much trer fic’ is *in- 


volved, they cannot do an effective job. 
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Q. Let me sale you this, if the Board thought this 
was a relevant matter can we agree that they have the 
power to exact the information? 

AS, Thatels eso% 

Q. What do you require to be done by way of change 
in the Railway Act? 

A. I don't think we are asking for a change in the 
Railway Act unless it is necessary to bring sbout es change. 
I think they have the suthority. 


Q. Then it gets back to this, that your troubles 


would be solved by a change of attitude on the Dan) OF 


the Board for-the time being, any board for the time 
being? 

A. Most of these problems would. 

Q. The Act is pretty effective ana pretty complete, 

A. I do not see how you can distinguish between 
the Act and the administration, precisely. It may be 
it can be done by a change in the transport practices 
followed under the existing Act. It may be, however, 
that you have got to change the Act in order to get that 
change of transport practice. 

@. Do you say there has to be a change in the Act? 

A. I don't know. 

Q. Just to come back to what I originally suggested 
to you would be the effect of your proposal in that part 
of the brief I have referred to, Chapter II, would not 
you virtually be placing the Board directly and indirectly 
in the managing of railways, if these various Suggestions 
of yours were acted upon? 

ne Cae 


Q. You would agree that would not be a proper thing 
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@. Place the Board in the position of managing 
the railways? 

A NO. 

Q@. Interfering with the everyday business judgment 
of the railways to conduct their affairs? 

A. Well, now you have said two different things. 

Q. You can answer two different things or one, 
as you please, 

Ae it Vs oner thine’ vo pus one Board an-tne position 


of actively managing the railways. It is another thing 


‘ 


to put the Board in a position to interfere with and 
restrict some of the undesirable things which might be 
brought in if you left them perfectly free to do every- 
thing on the basis of business judgment. What we sare 
asking here is that the restrictions which sre already 
in the Act -- you may think in terms of setting down two 
fences and leaving the railway free to move within that 
range. We are not asking thet the fences should be 
brought a little closer together in some places, but we 
are asking thst the Board should tell them exactly where 
they are to go. 

Q. Have you any instance in mind where the Board 
has; falled to.do its full duty under the Act or to 
exerci e the powers that are to be found in the Act? 

A. d Zave one illustration, 

Q. That illustration you gave us was merely a case 
in which you esked for some information that the Board 
had not got apparently, and had not required, and you 
thought that was some reason for complaining of the 
Board’s lack of Knowledge? 

A. Well, there are a good many cases of that sort. 


Now it is a question for argument as to whether they 
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Should have or should not have done it, but certainly 
it is -- 

Q. If the Board with the accumulated experience 
it has through the years, any given board, decides it 
does not need a type of information, would you consider 
that was just cause for you to complain of their attitude? 

A. In some cases, if they are talking at the time 
ohu.lssues that kare .of eee § importance and saying, 
"This was all settled 25 years ago and nothing needs to 
be done about it." If there is sufficient demand for 
something to be done about it, then it is time for them -- 

Q. Dorsyou sugeest,that.is infact the situation, 
that nothing has been done sbout it? 

A. On some of these issues, yes. 

Q. Just give me one or two examples of what you 
are talking about. 

A. Equalization of class rates. 

Q. In the circumstances that the class rates do 
not carry the «bulk .of ‘the traffic, you think they should 
sit down and spend a lot of time examining them? 

A ow eY@Sic 

Q. <Any other? 

A, The question of laying down some more adequate 
method of analyzing maintenance from the point of view 
of over-all public interest. 

Q. Phere is provision HOWs sks there mote for eohe 
Bureau of Transportation Economics to make these studies? 

A. There is something in the latest judgment which 
came out since the brief was written which indicates that 
the Board has changed its attitude to some extent on that 
point. 

Q. Which indicates that the Board has available to 


it the services of the Bureau of Transportetion Economics. 
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You know how long it has been there available for the 
Boserd? 

A. ..bout the time that the rate cases started, 
about three years ago. 

Q. That is your understanding? 

Peat rue are 

Q. And is your further understanding that through 
the years the Board has always had available to it 
information of that kind and had the opportunity to 
procure studies such as it might think necessary for 
themselves on thet type of thing? 

PeemNeinl jad tywas: iree to obteiny dts. yess 

Q). 7 Your -compiseins, is* they possibly. dtd not- obtain 
LG? 

A SOwSs:. 

Q. And if it did not consider it needed that type 
of study at any given time, would VOU Bid) think, that 
was 2 case for complaint? 

Ale Ifeiti te an issue: of sufficient. importence., 
that is the point. I think it is a point that needs 
to be emphasized in this brief, that a specific part 
of it, of our complaint, is directed not against the 
Statute and not against suggestions for changes in the 
Statute. I think the changes in the statute might be 
relatively minor, but I think it is a very serious 
edvocacy of the point of view that there needs to be 
a change in the method by which that statute is being 
administered, end that maym.ean that there will have 
to be changes in the statute to bring tht: about. 

Q. Do you suggest that the present Board is not 
carrying out its full duties under the Act? 

A. I am not saying anything about the present Board, 


I am saying about the Board over a period up to the present 
Board, 
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er SUF estiese when you say at page 15 of 
Chapter II: 

"The Board should therefore serve as an independent 

check upon railwsy developments, without waiting for 

the reilways or anyone else to draw to its attention 
matters which seem prejudicial to some group or 
region," -- 

Have you anything in mind besides freight rates? 

A. Well, there is the obvious case of safety 
standards which they are doing very well now. They are 
moving on their own initiative into that field in a wey 
which seems to be quite satisfactory so far as we can 
See, and it 18 @ question of taking that sort! of ettitude 
on other things. 

COMMISSIONER ANGUS: Are there other things besides 
freight rates? 

A. I don't think besides freight rates, because 
freight rates, if you interpret it broadly enough, includes 
the whole question of expenses end 3ll the Subjects of 
which we have made much study. 

Q. But I think you said that the standard of service 
and so on was only to be gone into when there were 
freight rate provisions? 

A. That is the way we conceive the thing. 

THE CHAIRMAN: Well, is there anything left in 
these developments and matters that does not fall into 
the stendard of service which is included under 
freight rates? 
| A. I cannot think of anything sat the moment, no, 
COMMISSIONER INNIS: On page 56 you Say in one 
Sentence: 
"s « « any significant number of interventions by 


the Dominion Cabinet would be unfortunate in that 
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they would destroy the usefulness of the Board as 

a maker of policy." 

Then you refer later on in the same paragraph to the 
following: 

", , swe urge that en avenue be left open for review 

of the situstion by the highest policy-making body in 

the country." 

Aw Lee. 

Q. I presume you mean Parliament, 

A. Primarily Parliament through amendment to statute. 

Q. Are you suggesting that the government should 
divest itself of policy to the Board such as you have in 
mind? 

Dyueewelis no, the plan of organization whichis 
envisaged in this submission is different from the present 
plen only in this respect, I think, that with the present 
plen you have the statute saying that rates shall be 
reasonable and just and the Board is then left to interpret 
that and to carry through whatever determinations it feels 
necessary, subject to the right of the Cabinet to vary or 
rescind its decisions, Now, the only change that we are 
suggesting is that where the statute is sufficiently 
broad, as, for example, in the case of reasonable and just, 
where the statute is so broad that there sre several 
Possible Janes or policy ell ‘consistent with the Ajet) che 
change we ere suggesting is that in those kind of cases 
the Cabinet by Order in Council should be able to direct 
OMe tine ot’ the policy. “That is the ‘only change we ‘are 
Suggesting from the present situation, 

Q. You ere not thinking of encroaching on the power 
or the position of Perliament or of the Government in 
relation to -pdlicy? 
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MR. O'DONNELL: But if the Government was given 
that power, Mr. Moffat, would not they be getting directly 
into the management of the railways? 

A. No, not necessarily. 

Q. Well, they are not in the first instance, pos- 
sibly, but assuming they have the power to interfere, they 
ere getting back into the position they were before 1903 
when there was no Board of Transport Commissioners or Board 
of Railway Commissioners, 

A. Not by any means beck to where they were in 1903, 
but back somewhat towards that direction, yes, probably 
so, but certainly not going back to the old situation. 

@. Not to the full” extent; but it is es amever ir thet 
direction. 

fh’ It “is & move’ back to’ the old Situstion, yes) to 
some extent. 

Q@. To some extent, yes, and a change of that kind, 

I suggest to you, in the powers and functions of the Board 
of Transport Commissioners would give it managing powers 
which it hes hitherto repudiated though it has been urged 
to exercise thiem. 

A. I do not know what powers it has repudiated. 

Q. It hes refused to go on with the consideration 
of development rates and that kind of thing. 

A, We are not sdvocating that there should be any- 
thing put in about development rates for a particular industry 

/strongly taking the opposite view, that there should be 
no sdvocacy of the establishment of rates to develop an 
industry in one or another esrea. 

THE CHAIRMAN: What about the establishment of 
rates, did you say? 

A. We think the Board should not establish rates 


to develop industry in one srea or another srea. We think 
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the Board's function should be primarily to prevent 
inequality of opportunity by an ares, but not to bring 
in a rate to develop industry in a particular area. 

MR. O'DONNELL: Then you do not egree in that 
respect with the position taken by some of the other 
provinces? 

Mei  PASG LS COPrect., Yes. 

Q. Notably the eastern provinces. A. Might be. 

Q. Now if the Government interfered in matters in 
the way you suggest, although they would not possibly 
under your suggestions get back exactly to where they 
were in 1903, would not they become, would not the 
Government of Canada become involved in responsibility 
for the financial consequences of the railways? 

A. They are involved in that now, yes, they sre 
involved in that elready. 

Q. You would heave them become even more involved 
under your scheme? 

A. I do not think they can become any more involved 
than they ere now. The railway has got to have enough 
money to carry on, thst is, sll there is to it. 

Q. Now on page 15 of Chapter II, which is page 58 
of the printed brief, I think Dr. Angus already referred 
to the sentence: 

"The Board should therefore serve ss an independent 


check upon railway development without waiting for 


Clekener acetic: Pies 


Now, cannot the Boerd today of its own motion intervene 
in matters where the railway has acted? 
A. That is the seme discussion we had a minute ego. 
Q. .And the same answer? 


A’. The same answer. 
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Q@. You think the initiative on the pert of the Board 
could be exercised more frequently? 

Aone Yes 

Q. Can you give us en instance again of where it 
ought to have been exercised and was not exercised? 
Because, you see, if the Board has @ power and there is 
no complaint sbout its carrying out that power, you must 
leave those things as they are. It is not sufficient to 
say simply that they should do something more often. 
What is it they have not done? 

K.. The problem is this, «ir, that .the effects of a 
good many of these decisions sre relatively small on a 
large group of small individuals who have no means of 
making their position known or even of assessing their 
position. I think of the example (it is not too important 
atcase, but it is,.a fairly coodexample of the thing) of 
the mixing rule situation where the Boerd has on two or 
three occasions decided to retain the present mixing rule. 

@. They have heard the matter and decided it. 

A. But they have heard those people who were big 
enough to come down to Ottawa and make representations, 
which were the reilways and the big shippers; and there 


has been no real possibility of the small people who were 


being harmed by it making phere views heard. 

Q. Wes it the Board's fault? How might it have been 
remedied? 

A. What we sre suggesting is that in this kind of 
case the Board should look upon itself more in the light 
of, if you like the expression, "peoplets defenders", 


which somebody hes suggested to me. 
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THE CHAIRMAN: Q Doesn't the board travel 
around and hear all sorts of representations? 

A If it had travelled around the problem: or-that sort 
of thing won't present itself, and therefore, no one present 
Will eomesand ssayodit: 

Q. My difficulty is to discover how you 
can put something in the Act? 

Aol owe yd vagreedowsthidin. tonDonhel Te tedon! tiiade Kerr 
you can putiitpinsthe Act: 

Q. Is that one of the things the Dominion Government 
Should do on its own initiative? 

A. That might help. On the question of the mixing 
rule, not on any specific question. 

Q. You give that as an incident? 

A. Yes), The change would have to be --- there is 
one quotation here which is found in the discussions of 
the American State Regulatory Boards which seems to put the 
thing to a certain extent. I might put this on record. 
This is taken from "Public Utility Economics", Emerson P 
Schmidt, 1940, page 205. He is talking about the 
Situation in various state regulatory boards. 

"Under chairmanship of William /. Prendergast, 
the New York commission tended to view its function 

as that of gathering facts and rendering judgment. 

For the most part the commission waited for com- 

plaints from consumers and municipalities. Lt 

assumed that cities wished to prosecute their own 
cases, to hire their own experts and to appear as 
litigants. The procedure before the commission 

thus resembled that before a court. The 

Massachussetts and Wisconsin commissions have taken 

Opposite view of their responsibilities and have 


aggressively tried to discover cases of 
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discriminatory and extortionate rates or inadequacy 
of services. The theory underlying the creation 
of utility commissions was that the utilities 

could be expected to protect their own interests 
but the customers could not; hence the commissions 
were designed to act as 'people's defenders! and to 
adopt a policy of continuous scrutiny of company 
policy attempting at all times to foresee the effects 
of policies and to advise and order changes in the 
public interest." 

Q. it ts. state. board? 


NA Yes; these are primarily electric utilities. 


COMMISSIONER INNIS: Q Do you think you can get 
a change of attitude by changing the personnel of boards? 
A. We have had a great deal of discussion about that. 
It might help if there was a change of the board and a change 
of the senior staff. As to whether that by itself will 
bring it about we have not come to a conclusion. 
THE CHAIRMAN: Q. You recount in one of your 
Dages abour competency, that it might do so and so. You 
definitely stress that if you have always a competent 
board, who decide whether the board decide whether the board 
is competent or incompetent? I cannot follow you when you 
Say a competent board may be left, and if it is incomvetent 
then the government should come in. You said a competent 
board should be left free. That is the explanation given 
all the way through your submission and has left me with 
the idea that you think the dominion government should be 
doing everything. 
A NOW. LG certainly isn't the intention. Ths 
intention is that the dominion government should not inter- 


fere except on major issues: 
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Q. All the way through in your examination you scemed 
to be pursuing that idea that the board should be reduced to 
being a mere part of the government machinery, and the 
government responsible for its decisions? 

A. Now Dadomitecbinks | sald reduced to a department 
of the government. I think what I said was take on more 
of the characteristics of a department of the government 
ano less of the characteristics of a. court. 

Q. That would mean less independence? 

A. Yes, Unat ols rvenc. 

COMMISSIONER ANGUS: Q. If you emphasize the 
constant duty of the court to look for a basis and deal with 


it themselves, does that not to some extent defeat its own 


purpose because no one comes to the board with a complaint? 


A, 


Yes. 


MR. O'DONNELL: 


Q. You referred in reply to the Chairman as to the 
mixing rule where the board might have done other than what 
Roe = ba Re Do you remember how the mixing rule became the 
Manns Truce? 

A. No, my impression of it was that it was primarily 
arranged in a case in which the parties who were present 
and represented were the large shippers and the largest 
wholesalers in Winnipeg and the railways, and where there 
was relatively inadequate presentation by the smaller 
wholesalers. 

THE CHAIRMAN: Q. Whose fault was that? You 
have a retail dealers' association? 

A. They to some extent tried to fy1ll out. We have 
been trying to fill out for the last few years. 

Q. Have they ever been heard by the board? 
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Q. And that is the only question they have not 
dealt with in the past? 

ie Yes; the only «problem is to suggest local “interest 
of some small shivvers. 

MR. O'DONNELL: Q. Do you remember being present 

in Winnipeg when this mixing rule was discussed? 

A. Yes t 

Q. And when the ‘reference was (‘made ito the case 
wherein an arrangement was set out at great length? 

A. ise, 

Q. And when, I think, the board ordered conferences 
to be held for many of the interested parties? 

Ee Which amounted to the railways and the big shivpers 

Q. It got into a dispute with the retailers on one 


side and the consumers on the other side? 


A. Yes. 
Q. The retailers were represented? 
A. They may have been. 


Qe After they had met and discussed things and the 
majority had decided they wanted it a certain way, the 
board confirmed their wishes? 

ae Yes, and thattis: the sort of thing exactly’ that we 
have in mind here that should not be left to the people who 
are big enough --- 

Q. Who suggests that? 

A. We do. 

Q. Did your government at that time take any position 
in the matter? 

A. No. 

Q. Did the majority of those who were represented in 
Winnipeg agree? 

RS RSS' 


Q. And there has been no complaint through the years 
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or requests for a change in the mixing rule until these 
hearings? 

Bus That. comes. back sto: they same thing. ,, The, people 
who are harmed are not organized. 

Q. - Your committee was set up three years ago and 
did not make any representattions? 

A. We did the first: chance we got. 

Q. Ls) Lovnot. a) factiwhati atythat, tame, or’ maybe you 
didn't know; thatthe railways published a uniform 
mule) and, that the board. would’ not. approve. of. at because,or 
che. Many objections. that-is.the mixing, rule,» that)came 
from the west? 

Hee Ves. 

a As a result, the board ordered an inquiry and 
many conferences took place, before, it.said, that;rule should 
be adopted as the westerners wanted it? 

A. ves, 

Q he, this: time. the board 16 danduirins iIntorall 
these matters that are): probably the subject matter for a 
Peneral Urei ent imate,anauiry? 

ne After the inquiry started, yes. 

Q. And it was not until .a /request.was, made for 
such an inquiry that the board was authorized or instructed 
to go ahead with such an inquiry? 

A. Not until it was authorized. It was simply 
instructed by the cabinet. 

Q. There, was..a-changze in. it from 1935? 

A. No. 

Q. Then again on page 15 the same chapter 523 that 
is 58 of the transcript. Have you at any time had an 
opportunity to agree that the board is free to do just 
what you suggested it might do in that paragraph? 


A Yes,.i8- takeseus.back- into. the: same thine. 
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ie section 51 reads: 

"The Board may review, rescind, change, alter 

ory VervViany order ior decision made’ by 1,4, or. may 

rehear any application before deciding it." 

My suggestion ito) you is that it. ds.free to;do) that now if 
they see fit? 

THE CHAIRMAN: I think the suggestion is that it 
should ber told by statute: that, it must) act. 

Mia OF DONNELLGt Osean fidnunderstand) you, you 
would suggest that the board forget everything it has done, 
dispenses wiih alii dts, past experience: and) Justi start over 
again? | 

THE CHAIRMAN: That is not what I said. 

THE WITNESS: That is not what I said. 

MR. O'DONNELL: .My submission, my lord, is that 
the Act. as 1t,stands: now, the, board is: free, todo. exactly 
that. 

THEY CHAIRMAN: + Qian. The: pointy4as,»Mr,. Moffatt, 
that you want the board legislated into the condition where 
Lt willyhave? to, doy that? 

AY Thatearis! rights 

| MR., O'DONNELL: Q. What you want is that the 
board should not look at its past decisions in deciding 
matters now? 

A. It should not be bound by them. 

Q. Of course, you and I.do not agree. 

A. In thinks section, 51 doesunet bind the. board.at the 
present. time. 

Q. However, will you please turn to chapter 3. I 
have been looking at the 21% judgment, on page 62 of the 
printed copy. The discussion and the classification of 
rates between the prairie provinces and eastern Canada, 


and there is in the final paragraph of the decision in that 
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question: 
"While in many instances on certain traffic 
moving between points on the prairies, the rates 
there are lower than on the same traffic in 
Ontario-Quebec, in other cases the reverse, of 
course; 13. crue. The general rate level as a 
whole in Ontario-Quebec is below that in the 
prairies and the reasons and justification therefor 
have been set out at great length in various 
judgments of the Board, the fullest statement in 
this connection being contained in the judgment in 
the Western Rates Case (17 C.R.C., p. 123)." 
That is the 1914 decision. 

"Lower rates in Eastern Canada are compelled by 

water competition, combination of water and motor 

truck competition, as well as rates established 

by the United States lines, particularly so far 

as export and import traffic is concerned." 
That is the sort of thing they are doing. There»are’ things 
to be changed in that. The Chairman goes on to say that 
the west has benefited from that? 

A. Yen 

Q. Would you suggest that if the judgment until the 
lst of August was correct, mere lin. webyipneesoniof: their 
judgment in 1914, that it should not be regarded as such? 

ay No, any person who is determined to be reasonable 
at all if the conditions are the same,will come to the 
Same conclusion, but there are a lot of conditions and 
changes in the meantime. 

Q. Why not return to the judgment and see if there 
is any change to be made? You don't suggest that the 
Board of Transport Commissioners do not take into considera- 


tion all conditions? 
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Bie They do not seem to. 
Q. That is your interpretation of the judgment. 
If you would go then to chapter 3, Mr. Moffatt; that is 
about page 59 of the printed case -- page 60, my lord. 
Lt sa yss 
"The people of Canada have given to the Board 
the duty and responsibility of settling freight rates", 
and so on. Do you suggest that that is a correct statement 


in the law as it stands at the present time? 


A. That is a correct statement. 

Q. And the railways can provide any standard they 
choose? 

A It is a new judgment of the Board of Transport 


Commissioners which indicates that they confirm this posi- 
tion; that they have that authority. 

Q: And the new judgment of the Board of Transport 
Commissioners and with the old judgment, I eee has 
had exactly that power? 

Ne Yes, it probably has. It is the same problem. 

Q While you may have looked at it and examined the 
Wet, youvlare? notlenmactly: sure: of the: power, that 16) dn. the 
Not at: the present itime? 

A. Yes, and secondly, regardless of what the power 
is we were asking for a change in the way in which it is 
administrated. Iti ds, the Same situation exactly. 

Q. It gets back, possibly, as, to changes in the 
board's personnel rather than the law? 

A. That is possible. 

Q Then on that same page: 

| "The Board, I would say, has Aras the 
judgment of the railways." 
On what do you base that sentence? 


Bs Read the rest of the sentence. 


aornabsh one yo s sobvoneninadat 4 woe et 


TFL 


‘ gt. Sedd podettteld sis “ ssaanity ‘oe nent ei, mt 
fret ae ,ue set wt Sand psei my pe eeullte 


prast off ab coves eved genes ty ofgneq eet 


sodaxr fdgrned gaifdddee fo yt satdineregees pipes 
" pe es ; bal plugs he 
rotadea 26nmtod S Ur Peay Sisied daneaue we ae te 


or *e 


tank? jueaeig oft as abr dead as et 
Je doors ab ts a 


rord behriads Ute abby) Hae De el ett bits no pee 


re 


eS 

on 
as 
cat 


prog Rist? th tena. age te patie eh weed eg Sf sz 
attaes yortd Feld eadee olGei 9s pen oy nat 


oF 2 1 if 

Qibrvoddes tadd ved vent én+ aot ms | 

r vi Ae ea | _ 

SYBAHAT Do cbiged oAU do «Faemepyh wert Gilg biti 8. Ae s 


mh of uy 
ripamubiet, Ble oad He ki peer? Pit 4 


“| ye ts re aa Bi, 
Hoag oF ily weve beet p 

‘i 

aobsony wae oft ak at” Jaad wadetiong 2b wea (gw) a 
i q 


co 


We a 
: Fy ig. or Pn ar . Py ; ; ae 
batithines bee Fk Te) bee pelt: avert Yat fi a obi e , ” : 


me. 
. ae 
ape 2? + af RAG Ss ¥¢ i e; fe *< e Slee < ic) eat FAR os fon oe wo ated i" 
% a" 


swine jusnora arlt 36 a. ; 

seg eis vate To om srbteRen yteniouss le bat. | | 
et df solve SE Kew off ce, ShaaKs = 40% ‘eaten ae Ea 
a ehsomes AOE sur ES eden) ot a we sbouerdat st | 

tid at eawaads of ag wistgigea, oinad aise a e a 
‘va oi dat esidot Fentiveitad 8leux0t 


| - sliaeg hsv 


so 


et 


sot oma al 


i Pi) 7 
Fs uit tod tusaad ake on patel 
[ oe 


- 9439 - Mr. Moffatt, cr-ex 


Q. J am merely asking upon what you are basing your 
Judgment that the board expedited the judgments of the 
railways? 

A. The evidence of that is the quotation in the 
next chapter as to how the maintenance problem was handled. 

Q. Wouddn*t 3G be proper to put iit this way that the 
board has come to the conclusion in respect to these that 
the railway was correct and concurred in them? i Wane 0 
refute your defence. I suggest to you that the board has, 
at all times, had the completest control over the reilways 
in that respect as to the standard of service? 

THE CHAIRMAN: The standard of service. It 
runs along there in the preceding paragraph about Preient 
Tavs: 

"The people of Canada have given to a Board 

the duty and responsibility to determine the level 

offreight rates. That duty cannot be carried out 

Satisfactorily if the Board takes the attitude 

that the railways can provide whatever standard 

Of service they ‘choose. ” 

What is the standard of service; does it mean the level of 
PreienG races; Mr. Moffatt? 

A, No. 

Q; "The people of Canada have given to a Board the ' 
duty and responsibility to determine the level of Pee.ent 
rates." That is one thing, and then you go on to Say: 

"That duty cannot be carried out Satisfactorily 

if the Board takes the attitude that the railways can 

provide whatever standard of services they choose, and 
that the Board's function is limited to determining 
the cost of that service and setting a level of 
freight rates which will meet that cost." 


You say that is not satisfactory? 
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A. No, we are saying that that automatically must 
beeche sai Euapen: wnat. wt Thetis not the .oLouation Then 
they are not ruling --- 

Q Then you go on to say: 

". . , the Board has accepted the judgment of the 
railways as to the standard of service which is 
desirable for the country, and the people of 
Canada as a whole have been reasonably satisfied 
with that method of disposing of the matter.” 
ie No, I understood you.to say "standard of service”. 
Q. Iam just reading what your brief says. 

A. You_putuvin, there something tothe effect that 
that means the level #6f freight rates. 

Q. What else can it mean? 

"The people of Canada have given to a Board the 
duty and. responsibility to determine the,level of 
freight rates." That. duty cannot be carried out 
satisfactorily if the Board takes the attitude that 
the railways can provide whatever standard of 
service they.choose,, and, that the Board's function 
is limited to, determining, the. cost_of that. service 
and.setting ‘a. level of treighy rates which, wilt 
meet the cost." 

Then you go.on to say: 

"In general, the Board has accepted the 
judgement.of the railways as.to the standard of 
Services Which is. cesiraple Lor the country), and 
the people of Canada as a whole have been reasonably 
satisfied with that method of disposing of the 
matter." 
ie That is a hypothetical situation which we are 

saying here, would not benpsaristfactory. 


ee Tell us what you mean by "standard of service"? 
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You are talking about the level of freight rates and then 
you say when the railways provided a standard of service 
that the board's function is limited to determining the costs 
Or that service? 
A. We way achat Would not be. satisfactory if that 
happened. 
Q. You, £0 .on. .to way.iin. the next .paragfaph: 
"Tt is our view that the Board should take 
all such submissions into account and after con- 
sulting independent expert advice, should reach 
its own conclusions as to what is desirable from 
the viewpoint of the country as a whole." 
5a We were saying that would not be satisfactory if 
Chay 18 alt che. Board could do. was to look at the kind of 
railway service we were getting and add up the cost and 
calculate what percentage increase there should be in 
frelent rates to: pay for that. On the other hand where 
they are clear in most cases that will be approximately 
what the board will do and the people will be satisfied 
with it, but we do not think the board must be tied down. 
Q. You say that the ultimate responsibility in 
this regard lies with the regulatory board, that is, with 
reference to the standard of service? 
Kh. Both as to the level of freight rate and standard 
or Services 
COMMISSIONER INNIS: We ke Lo yOUr point. thay 
the two are tied together? 
ne Yes, I don't think that has any difference from 
the present Act. 
THE CHAIRMAN: Q. You go on to say: 
"In practice we feel that in most cases it 
will still be true that the suggestions made by 


the railway companies as to the standard of 
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service will be reasonably acceptable to the 


public. ee 
Ree Yes. 
ap Ue Wes bub We feed what it is seesential that 


the Board make its own investigations and 
come to independent decisions. as to the 
advisability of setting higher freight rates 
in order tol. provide for a higher standard of 
service." 


A e Yes e 


(Page 9443 follows) 
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COMMISSIONER INNIS: You think it is different 
regions there which may have very low standards of 
service and might be brought up? 

A. No, we were thinking in terms of the general 
over-all service. 

THE CHAIRMAN: You think the standard might =mprove 
and that might entail a general increase in Lie Ciel eda gd 
rates? 

A. Yes, we had this discussion at some length 
the other day, the situation that might happen that 
the railways would come in and say "Now, we think 
that the public want a higher standard. We think 
that the shippers are asking for faster fréeights 
and more deliveries and that sort of COLne inwopeer 
to do it,we will have to spend another $15,000,000 
& year and we asked that freight rates may be raised 
by $15,000,000 a year in order to make it possible 
for us to do that". I don't think that would be 
Satisfactory and I don't think the railways would 
Say 1t was satisfactory either if the Board was to 
accept the figure and add $15,000,000 on. TI don't 
think thet anyone would Say that: 

COMMISSIONER INNIS: Surely there is no such 
thing 2s a general standard of Service. YOu Set erent 
varieties of service in the same region and between 
restons? 

A. Oh yes. 

%. Now what kind of rule do VOU Use for frei oht 
variety? 

A. I think in practice what would have to be 
done would be to accept the present as a starting point 
and then look at changes from it. 


2. Regardless of specific regions? 
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As See. 

MR. O'DONNELL: You agree with me that the 
Board has under the Act at the present time the power 
to examine the standerd of service and better it? 

Aa!) WPL. 

emery ete Hack! FOr this again, that if 
vhere Joya, Sercng .poard ito your liking ytheat Atiwould 
do something that a weaker Board would not? 

THE CHAIRMAN: And that that would come out 
in. the Treieght rates. 

MR. O'DONNELL: Or anywhere else. 

Aun Ves OUR Sugeest ion is sib .would show up 
at the time when there is a decision to be reached 
on the level of freight .rates. 

J. And we have definitely agreed. that. under 
the Act "as it stands -the Board.has..a continuing 
control over the. standard.of service? 

Awe atl etainks50 4 

Yeon AnGdat herelore 1 y.ib.hS nNOtsa matter. .of your 
asking this Commission to make a recommendation that 
the .Act. should .be .changed in.that. respect because 
LHevAclLiis.gatisractory? 

AS wUplese.i0 shouldubs necessary itc.cohange i; 
INnaorder.7O. Dring about, chis, artitude,.the. change we 
have been talking about but the power seems to be 
CAC re GSAbL stands: 

O.- Thensthe,same thing comes,.to.this,, thar 
while you say the Board has accepted the judgment of 
the railways you do not wish the inference to be 
assumed that they accept it blindly without examining 
them; in the» first, instance? 

A. Not in the 8 per cent judgment no. [In the 


8 per cent judgment --- 
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9. Have you any evidence eancae Chay oe 
was mentioned? 

A. The quotation here that is in the "Maintenance 
Chapter". 

Q. This quotation you read a few minutes ago 
or pointed out? 

as No, Chie; quotation is 2 lJenethy quotation 
in the "Maintenance Chapter" from the 21 per cent 
Judgment. 

Q. Whatever that quotation may say, other thon 
that you have no evidence that they have ever refused 
to do’ their full duty under the Act? 

A. I don't know of any specific case. 

THE CHAIRMAN: Ivsee that the next couple of 
paragraphs to that one dilate on the same subjects] 

"It is our view that the Board should take 

all such submissions into account and after 

consulting independent expert advice should 

reach its own conclusions as to what is desirable 

from the viewpoint of the country as a whole.” 
Those words “independent expert advice" you told 
Mr. Evans meant’ "Their own staff"? 

A. Yes, thejr own staff but whether that would 
be a rather small staff plus outside retained consultants 
from time to time would have to be a major issue. 


Q. Are you talking now of something which the 


Board’ has’. ©. failed todo so far in the standard 
of service and that they should be permitted to do 
in the future? 

AY Wee. 


Y. Gd think you say there that what they had 
done has generally met with. the approval of the people 


as a whole? 
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Ae *¥Yes;el was goine vo go onto-say that)in 
this case our complaint on these particular issues are 
not nearly so serious as they are in some other cases 
because we think what they have done is not so bad. 

Q. They are more academic on this matter? 


Ria YOss 


MR. O'DONNELL: Have you any memory or do you 


know when the Bureau of Transport Economics was instituted 


Mir, Moriace 

A. You asked me that a few minutes ago ~-- no. 

9. Do you know when Mr. Lessard, the present 
Deputy Minister of Trars port was appointed as Transport 
Economist to the Board of Transport Commissioners? 

A. No, my impression was about the time when 
the rate case started. I am not sure. 

Q. My information and instructions are that it 
was Syne 1939? 

Aa DT ‘don't. know. 

QO. I think possibly in the diseussion we have 
gone through some of the points I have noted. Pege 9 
of Chapter III, Mr. Moffat. That is Page 63 and 64. 

At the bottom of Page 8, Mr. Moffat, part of the 
Sentence reads: “and that in considering the Level of 
freight rates to be established it should take into 
consideration the possibility that further improvements 
in railway operating techniques and in railway equipment 
might materially reduce operating expenses and con- 
sequently increase the operating profits which would 

be secured from any given level of rates." T think 

I drew your attention the other day that the Board 


at the present time has a continuing control of 


exactly that type of thing, increasing any operating 


ae eae yes. 6 
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Profits and is in a position at the end of each 
month through the financial returns from the inevs 
Go see exactiy what tne operating profits are at 
the end of each month. You are aware of that, are 
you not? 
AW. ‘They Nave the information but this paracraph 
Nes HOG envinineg 20 do with hey subjecu, Ldon'ts think’. 
Q. Well, you are suggesting that they shoulda 
take into consideration the railway operating tecnnicues‘ 
Aa! YOU are not Bae to have any changes in 
railway operating techniques which will affect the 
net revenue from one month to another month. It is 
a long slow process. 

9. Has not the Board before it from month to 
month any operating expenses that might be expended? 
po Tne. Leenou the: SUBReSTIon we make in | == 

9. Would you agree that the Board at the present 
time has ore is in. @ position to keep control through 
its actual statements of operating revenues? 

Ay Yes. 

). And operating expenses? 

A. They have the monthly information coming =n. 

Oy) “Bnd Ooerating ~! Income and aii that is in 
the Board's ‘possession month by month? 

by eter 

9. What more by way of a return than that 
would you suggest it should be? 

A.) That. whole thing 26 discussed in the lest 
enapter. 

9. Maybe I am anticipating the last chapter, 
but what do you suggest? 

A. We are aaleine just this, that these monthly 


statements should be put in the same basic forms as 
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the net so that we can compare them, so that we can 
build up the first six months of this year with 
the last six months of last year and get en annual 
total. 

9. .Isntt..the point that the Railway Act should 
provide for those who administer it not for anyone who 
has a certain curiosity in its monthly statistics, 
monthly returns and details -- a level administration of 
the Railway Act and the people operating under the 
Railway Act. Isn't that all that is needed? 

A. Well, there are some ovher people who are 
interested, namely, the users of this sdrvice who 
have some right to know something about what is 
POIne On eo .that 1 Us nob 40le curlesisy or Somecning 
to that effect and there are some other people besides 

the railway and the Board sho have some right to know 
and they are paying the rates and should know what 
ao 2Oine on. 

Q. If anyone were interested could not that 
person obtain the information from the Board? 

A. GNO, not everything -=- 20 48s confidential 
information. 

Oa. some, Of Lorn et. 1s) bre. send that inden tie 
law you think is bad? 

A. Wevido not think Vo 1s bead ibut we think Chere 
Gughs Golbe vs lot more of at made avaliable) than 
has been in the past until these rate cases developed 
and until our technical people and our accountants 
particularly were able to extract the information. 

O°) Well. sohe extraction 168 nol very ditriculr, 
Tidon': “think. Nou. are ani position. to. cet operating 
revenues month by month? 


A. Ina form which we cannot interpret very well. 
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Q. If you were on the Board of Transport 
Commissioners you could interpret it? 

A. But that is the point; there are other 
peopleiainterested ian 1b. 

Q. You do not ask to have operating revenue 
as a privilege do you, nor operating expenses? 

A. The breakdowns to some extent,we had 
difficulty getting the figures for operating revenues, 
expenses, jand operating: income. 

Q. Diheyrare) al lmavaitablerio syouimow,,are they 
not? 

A. The totals, yes. But notin enough detail 
to make a very intelligent study of them. 

Y. Well, the detailed returns that are riled 
with the Dominion Bureau of Statistics each year 
are “avedhepile to wour 

Aw They, were better) yesis 

Wee And are they net very extensive in their 
Lord? 


Aw Yes, and phey were ‘considerably better. 


2D) 


Better than what? 
AW Than what. were available from other sources. 
Q. Well, they have been available through the 
years», Nave they nov, for anyone who chose ‘to 1ugo to 
the Dominion Bureau of Statistics? 
A. Yes, but you were dBcussing what was available 
through the Board. 
Q. Well, through the Board there is a lot more 
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available which the legislators in their wisdom thought 
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fit to say would be for the use of the public. Is that 


not taken care of by the provisions of 38, (3): 
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"Any information furnished to the Board 

by any such return, or any evidence taken 

by the Board in connection therewith, shall 

not be open Go the public or published, but 

shail ibe €or the dnrormation’ of -the..Board 

oni.” 

That is the paragraph you have in mind? 

A. I do not have that specific paragraph in 
mind. What we had in mind was this kind of information 
Should be available to those people who have a 
legitimate Cie: in it and we included in those 
people the people who are paying the freight rates 
beceuse aiter all they are just .2s much concerned 
about 17. 

Q. Have you made any specific recommendations 
as to what you think should be available? 

Ae Yes, the last two pages of the second last 
chapter. 

Q. And have you compared what is available to 
you under the law now with what you suggest should 
be available to you? 

Ae pL bnink (told Mr. bvans. that this informacion 
is all now available after our accounting people had 
made strenuous efforts to get it onto the record 
in the rate eace. That is the accounting part of 
the information. Some of the other things are not 
available. 

Q. Well, certain details which the legislators 
did not think were of sufficient importance to others 
than the Board of Transport Commissioners? 

A. .No but there are some of these other statistical 


tabulations which just do not exist. 


(Page 9453 follows) 
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MR. EVANS: I think the witness has left an 
inference that is quite unfair. He speaks of counsel 
having made strenuous efforts to get information. I 
would say this to the Commission, that es far as my 
company is concerned, any strenuous efforts had to do 
with the relevancy of the information to the issue at 
the time, There was one exception only. The only time 
there was any suggestion that information was confidential 
had to do with certain breakdowns of minor totals of 
Other Income activities which hed nothing to do with 
railway operations. Apart from that the sole position 
taken was as to the relevancy of the particular matter 
1Or ae particular issue. I think that: ought to be said, 

THE WITNESS: That is perfectly true, but that 
was not what I had in mind. The problems for the 
Strenuous efforts that came up were these. Our sccountants 
headveertsin totels. In order intelligently to ask 
questions and intelligently to request information, they 
hed to spend dsys and days trying to visualize what was 
going on here and they decided what questions they should 
ask. The information came, when they asked the questions, 
as Mr. Evans said, without too much trouble. There was 
Some argument es to relevancy in some cases, but the real 
problem we do not know even now. Now to be able to ask 
intelligent questions et this time, our people had to go 
through a great amount of work and spend s great deal of 
time before they were in a position -- 

THE CHAIRMAN: Will you tell us whet you are 
Suggesting now? 

A. What we are suggesting is given in -- 
Oeil VoOur Drie: 
A. Yes, in the last two pages. 


MR. O'DONNELL: You say you have that at the 
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present time? 
Re voe., Uo ts cue last. wwo peges of Chapter «Al, 
MR. SHEPARD: It is page 144, Mr. Chairman, at 
the bottom. 
MR. O'DONNELL: And you say you have that now? 

A. The accounting part of it we have, yes, not 
some of the statistical part. 

THE CHAIRMAN: How much at the foot of that page 
should the ennuel report contain? 

A. There are eight items listed there. 

Q@. You say: "Reveal as. fully as possible the results 
of railway operations during the period. . ." 

MR. O'DONNELL: As to the very last sentence of 
thet part of Chapter XI, page 14, while we are at it, 
you say that such monthly reports as are made should follow 
the same pattern as the annual report? 

Dy ail) oes 

Q@. -In other words, you want the monthly reports that 
are made at the present time to be changed to suit your 
perticular way of looking at matters? 

Aw NOt GO SuLt our perticular views, , 60 long as they 
are the same as the annual, so that we can compare them 
from time to time, thst is satisfactory with us. 

Q@. ‘Theat is, another set of reports regarding costs, 
you think they should be aes up in that form you would 
like to have them made up, rather than the form in which 
they ere at the present time? 

A. Regardless of cost? 

Q. Regardless of cost and time and bother in making 
them up? 

A. No, the fundamental problem still remains that 
monthly reports are not any use unless they are comparable 


with the annuel, so that you can compere them and see 
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where you ere going. 

QO. IL suggest thet is what the Board dees every 
month. Now, at page 9, again, of Chapter III, which 
is pace 64, of the printed brief; you refer thereto 
the wse of lancur, the question of theseifitcienv use of 
railway resources not being limited to the use of plant 
and rolling stock but also epplying to the use of- labour 
as well. Then you go on further down to say that many 
people who are not familiar with reilway operating con- 
ditions have formed the impression that the duplication 
of functions amongst the railway employees is not a 
Timi ted situation in’ which” safety is-involved,. “Then 
you make some suggestion that a major study by highly 
qualified staff should be made of this matter. 

A. £ don’t think we suggested We think it would 
be necessary if anybody was going to try to sessess the 
exect consequences of it. 

Q. But are not the railways st all times 
endeavouring to restrict duplications of the kind you 
refer to? Is not that management's function? 

A. Thet is management's function, yes, but there 
are cases where management might find they need a few 
elles end NeLlpers. 

Q. Are not there some other cases where the manage- 

ment feels it should not have to do it and where it 
tests the union's line upon it before the Transport 
Commissioners because it fills exactly that need? 
jes geo 

THE CHAIRMAN: What need? 

MR. O'DONNELL: The matter of the need for extra 
men on repair crews end section crews and things of 
that kind, my lord. The railways were contesting 


with the unions, as I wmderstand it, that further 
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employees should be put on certain maintenance work, 
and having been unable to agree with the union, the 
matter wos made the subject of 3 complaint by the union 
to the Board, and the Board were two weeks sitting and 
listening to exactly that type of thing. I suggest to 
you, Mr. Moffat, that that is part of management's 
function, and it is a thing adequetely supervised in 
the circumstances and it is all under the control of the 
Board of Transport Commissioners. 

THE CHAIRMAN: Wheat this brief seems to recommend 
is that a major study by highly qualified staff would be 
necessary to determine whether such duplications are 
common and to assess the savings in operating expenses 
which might result if such duplications were eliminated. 
That is what you think ought to be done? 

A. No, there was no suggestion thet it should be 
done. 

Qaeaihy so you alse. 16) at. all, then? 

A. Well, there are in this section three related 
problems, all of which we feel should be taken into 
account, 

Q. You do recommend that the problems should receive 
attention from the Board snd so on? And as to this major 
study by highly qualified staff which should be embarked 
upon 3s to whether there were duplications, you say it 
WOULDIEntar Lanett, Ls that not wright? That is, what. you 
say. 

A.» Yes, 1 think meybe that implication is in there. 
There certainly was not any intention of asking for a 
major study of the thing. The intention was to say that 
to know precisely the significance of this thing would 
require a major study, but the intention was simply to 


suggest that there are these factors and there are three 
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of them related together there: the question of the 
efficient use of material and equipment, the question of 
the efficient use of labour, the question of the efficient 
use of existing plant and elimination of duplication be- 
tween the railways, that those three should all be con- 
sidered in approximately the same category. 

Q. You are suggesting they sre not being properly 
considered now, ere you? 

A. Yes, to some extent. 

MR. O'DONNELL: Do you conclude then by saying 
in the last sentence: 

"It is our view that your Commission should recommend 

thet the problem should receive attention from the 

Board of Trensport Commissioners," 

I ask you if in the light of what we both know as to the 
case, the very case for instance which is proceeding during 
the past two weeks, I esk you whether the Board of Transport 
Commissioners is not giving adequate attention to that? 

A. tb think they are civing attention .to.1t.. but 
whether it is adequate or not you cannot judge from one 
pege. 

Q. Just above that you suggest a major study by 
a staff of highly qualified people. What more highly 
qualified people would you suggest are necessary than 
those who constitute the Board of Transport Commissioners 
and their experts? 

MR. SHEPARD: Mr. Moffst has just tola the Com- 
mission, I think, that thet perhaps is a wrong inference 
to be drawn, and thet he did not intend to recommend that 
@ study be undertaken in this regard. 

THE CHAIRMAN: But he does recommend thst the 
problem should receive attention from the Board of Transport 


Commissioners, and he makes that recommendation sfter 
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saying that it would require 3 major study by a highly 
qualified staff. Does that mean another staff or the 
Board's present staff? 

A. Well, certainly the talk was the Board's present 
staff would look over the situation. As Mr. O'Donnell 
says, they have been considering a case specifically on 
that point in the last couple of weeks. 

MR. O'DONNELL: Can I put it this way? If the 
Board is doing exactly that at the present time, you would 
aerec Ulrat the Board is “ectinge end has the statro that is 
necessery to do it? 

A. Well, I put it this way, that we have no sug- 
gestion that they should add to their staff in order to 
do that. 

COMMISSIONER ANGUS: By a major study, do you 
mean a survey would be meade of all labour situations 
in all railways, which might be done by an efficiency 
expert to go and see whether any saving could be made 
there and aitly ts So, that would be taken into account, 
whether it would be made effective without a strike or 
not? 

A. Oh, no, not the last part of your question, 

Q. You only say, to determine whether such duplica- 
tions are common and to assess the Saving that could be 
made. You do not ask them to assess the cost of the 
industrial warfare necessary to effect the savings? 
| A. No, there was no suggestion, certainly, as I 
said a minute ago, No Sugeeeuion’ of tos sort, . Thst 1s 
put in as part of a paragraph in which the first DOLnU Is 
made that there are a substantial number of people out- 
Side the railways who have the impression that this is 2 
bad situation, Then we say, and it seems obvious, Ghat 


nobody can really know it is a bad situation without a 
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Die Ssvud0y. 

THE CHAIRMAN: How do you know that there are this 
number of people who think there are duplications in the 
railway employees, that is whet you ere saying? 

eee ltt rl ala hal 7a among the uninformed general public that 
Impression, 1s Tairiy brosd. yes. 

MR. O'DONNELL: Should the Commission pay 
attention to what the law is? Should the Board which 
has been established to take care of that very question 
have regard to what many persons who are not familiar 
with reilway operations have formed an impression about? 

THE CHAIRMAN: The matter is of importance here 
particularly because you ask the Commission to make a 
recommendation to the Board, you see. That is why we are 
interested in knowing just what you want us to recommend 
end why you want us to recommend it -- because the 
Board is not doing its duty in that respect now, or 
what is the case? Mr. O'Donnell tells us the Board 
has very recently been enquiring into some of those 
matters, at least. That is what you want us to recommend 
to the Board. Perhaps you can revise that a bit? 

A. It goes back to the same Sort. of thing. 

Q. Because, you see, if we just take this according 
to the way you word it, you recommend that the Board should 
have a major study made by a highly qualified staff, and 
So on, in order to see whether or not there are un- 
necessary duplications, They might find that the 
Board has attended to those things, and that the premises 
Go. Not vexist, You say that a vast number of people think 
that there is unwerranted duplication now. Does that 
‘justify entering into this major study? 

he INGOo Lido not sol niewso. and certainly tbere .1s.no 


intention of suggesting that your Commission should do 
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anything of that -sort. 

Q. Well, you asked us that we should recommend 
that the Board do something. (No answer) 

MR. O'DONNELL: This Commission, then, is not 
asked by you -- and you are making the presentation of 
the brief, presenting the brief here, to do anything 
in connection with those words we are discussing now? 

A. Other than what it ssys there, to protect against 
any - + = =. 

THE CHAIRMAN: Tell me this, Mr. Moffat, have 
you any amendment to the Railway Act to suggest? 

£,COne thats point ? 

Q. Iebes your pardon? 

A Notoon shat point , ono. 

Q. Therefore you think the Board is already fully 
equipped, as far as the Act is concerned, to do this? 

A. So far as the Act is concerned, yes, they have 
full suthority to take these kind of things into ac- 
count. 

MR. O'DONNELL: And we have the evidence that they 
are doing exactly thst? 

ASGVSsy 

Q. And that satisfied you, unless you wish to ask 
the Commission to recommend something else? 

An. le seviebied uston that. point .. yes 

MR. SHEPARD: Except that the only evidence is 
of this one case which came up for hearing within the 
last two weeks after Mr. Moffat's brief was prepsred, 
and the judgment is not out yet, and we have not been 
sitting in onthe hearings. f SHINN 18. S-Eittle bit of 2 
sweeping suggestion for my friend Mr. O'Donnell to say 
that now we have had this one case on the question of 


the number of section gangs, ere you satisfied with 
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with everything the Board is doing on this point? 

MR. O'DONNELL: I merely mentioned the one case as 
being illustrative. It is coincidental that it happened 
to come up at this time. There is no connection whatever 
between this Commission's proceedings and the case which 
happened to take place in the last week or two. It 
is merely illustrative of what the Board can do, and I 
think Mr. Moffat and I are agreed that in that line 

the Board can do these things if they so choose? 

A. Yes, 

Q. And what do you wish this Commission to recommend 
by way of changes in the law? 

A. Nothing by way of changes in the law. 

COMMISSIONER INNIS: Weer assume the railways 
would not welcome a total study of the duplications? 

MR. O'DONNELL: The railways would be very glad, 

Dr. Innis, to have a study made so far as that is 
concerned. We have no objection, sir. I was talk- 
ing to the point that under the law as it stands now, 
the Board of Transport Commissioners can do that, but 
the railways would not in any way object to a most 
detailed study being made. 

THE CHAIRMAN: Is the case you are referring to 
now one between the labour unions and the railways? 

MR. O'DONNELL: Yes, it is. The railways took 
the position that what the unions were asking for 
wag unreasonable, and unnecessary. 

THE CHAIRMAN: In the way of --? 

MR. O'DONNELL: Extra men being added to work 
crews, section crews. I am not as familiar with the 
whole question 3s I should be, but that, generally 


spesking, is the gist of the case. 
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COMMISSIONER ANGUS: It is a little easier to 
resist a demend of that: sort than to make a survey of 
the whole field with a view to reducing the number of 
men employed? 

A. Yes, very definitely. 

MR. O'DONNELL: The labour unions sere there at 

all times, there is no doubt about that, but I am quite 


sure that the railways would not have the slightest 


‘objection to a very detailed examination being made of 


that. 
MR. EVANS: We have taken the position, of course, 


that when these investigations ere being made, they 


should not hold up rate cases indefinitely. These should 
take place at other times when the railways! finances 
are taken core of, 

THE WITNESS: Yes. 

THE CHAIRMAN: The study recommended by you is 
one by highly qualified staff, a staff, I suppose, that 
would take quite a considerable time? 

WRe BVANS: “Thetis our point. 

THE CHAIRMAN: In making the study and reporting 
borne Board: 

MR, EVANS: That is our difficulty, that is why 
we say they should not hold up rate findings while these 
studies are made. Apart from that we have not the 
slightest objection to any study of any kind being 
made by the Board.. 

THE CHAIRMAN: I should have put erguments to 
the Board in that case. 

MR. EVANS: There have been arguments of that 
kind made to the Board as to whether the Board should 


undertake these broad studies during the course of rate 
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and references have been made to the provisions in the 
Interstate Commerce Act which said that the Board should 
have precedence in these cases, I just wanted to clerify 
that in response to Dr. Innis! question. 


THe VRALRMANs. | Very weil, @o on, Mr< O'Donnell. 


MR. O'DONNELL: Page 102 in the printed brief, 
my lord. You have reference there to the improvement 
fund which you suggest might be provided.. I just 
wondered whether you would be good enough to elaborate it 
slightly more than you sey concerning the manner in which 
thet fund was to be constituted. Is it your ides that 
LViere should. be.one,  uncul or esch railroad or one fund 
Dor ail fail roads,? 

RKinwvede, My. Oe Donne bl, Lt said; 2 think two: or three 
times the other day, that we were not advocating this 
fund es such, Whset we had in mind in putting in this 
suggestion is that it is probable that attention will 
have to be given to something a little bit unorthodox 
in the way of financing railway improvements from here 
on, and that attention will have to be directed towards 
the possibility of financing them by means other than 
those which are available to corporations generally. 

As. to this,particuiear suggestion of 3a fund... 6s to. whether 
it should be split into one fund or two funds, that kind 


of thing, no, we are not advocating anything. 


(Page 9462 follows) 
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M. That is just something that you suggest 
the Commission might consider? 

A. That was something of the sort, yes. 

Q. And you have not any detailed plan or scheme 
of working it out or have you followed it through 
other than to think it might be a good idea to think 
about? 

Ame iat ws viene. 

We And you epproached 20 yarticularly Prom 
the point of view that such a setup would escape the 
liability for income tax? 

A. Hoaey 18 One -oL the things | 

2. Notwithstanding that it would still have 
CO come ‘out of earnings? 

Q. Well, you get into the nice degree of what 
Le cernincs 

O cA, any event, Tt would arise as to the 
Cues LON Of wirepeny raves? Ahad in so far as that 
type of thing might attract income tax you have 
thought that by labelling it an improvement fund 
and by working out certain details you might be able 
to establish a situation whereby those particular 
monies would avoid income tax and be available in toto 
for railway improvement? 

A, That 28 one of the considerations. 

THE CHAIRMAN: It would haveto be sufficient if 
the Hallway Act said so. You give this, as you say 
yourself, as another method of raising capital? 

A. Yes, and fundamentally we are not advocating 
this fund. Fundamentally we are saying that this 
ie one of the most important problems and that 
something a little bit out of the ordinary is going to 


have to be considered. 
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COMMISSIONER ANGUS: If one railway is going to 
be used as a yardstick, have you given consideration 
as to whether it is advisable to have an income tax 
at all on its railway earnings? The rate would be 
put a little lower if there were no income tax and 
ati Ses ia tee rates, well you would not have to raise 
the income by a dollar to, give sixty-fy @ cents? 

A. We have given a good deal of consideration 
VO Ona k very point. 

Q. With what result? 

A. That we do not see how at the present time 
anyone could seriously suggest tax exemption for one 
Uri Vace corporation. 

THE CHAIRMAN: You mean the Canadian Pacific 
Railway Company? 

Aves, tneay is the dirriculty. 


COMMISSIONER ANGUS: As the lawyers say: ‘sue 


one another"? 

A. We have given a great deal of consideration 
to that and the conclusion we came to is that we 
should not take the responsibility of advocating 
menyounings of that sort. 

Mee MVANDS out. Conplatning all tne time, ) of 
course, Of the amount of) Surplus thet is required 
UO. OVErCOMme ) iat: 

A. I don't think the word is "complaining" Mr. 
Evans -= tO point. out the fact that that is there. 

Q. It is certainly a very important factor to 
be taken into account here, that approximately $50,000,000 
of any money might be made available and that that goes 


to income tax im the case of the C nadian Pacific R,ilway 


and it does not in the case of the Canadian National. 
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MR, O'DONNELL: Will you just come to Chapter IX, 
Mp, Moffat. In that. quotation.at the, bottom "Tt. is 
our submission" and so on "That it should be a 
fundamental principle of Canadian railway freight 
structure... . Then in that quotation you says" 

"3. It is our submission that it should be 

a fundamental principle of the Canadian railway 

freight structure, that freight rates charged 

for the same traffic over the same distance 

Should be equal except where costs, competition, 

the needs of national development or other 

circumstances require some deviation from thot 
principle." 
Now what do those words "other circumstances' take in? 

Aut, Well,» Lothink in. that.ease I can only say 
this. That was written early in this game before we 
had thought our way through it. 

Q. Would you like to delete those words now? 

hee lr Wes COM. Of bb. 

Q. What do you think was taken in by the “needs 
of national development"? 

A. There are now one or two special types of 
circumstances where that comes in. It is SeSOrbaO las 
one might call "market competition". I elaborated 
this briefly the other day when I came to it in chief. 
There are a few situations where, in order to get 
traffic from Canadian ports or to keep traffic on 
Conadian lines, the rate has to be set at a leved 
that will meet the competition with American ports;-- 
Situations of that sort where you have American com- 
petition to a port or something of that SOrt,--netional 
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the position that we do not think national development 
should be interpreted as asking that freight raves 
should be set low to develop industry in this or that 
or to igive ia ieubsidyrvorone sor another. 
Q. You are;asking that) wheat, .for-instance,.could 
be Seb howeso that tircould goithrough,a)certain.port 
and that sortvorpuhing? 
AeanNo, because yourarerfup.against the, considerations 
that fundamentally fall into competition. 


As (YouUmere meeting arcompev itive ‘situation Tor 


~v 


ma 


the purpose of national development in the area from 
Which wheet might come? 

A. Not so much where wheat might come.from but 
Wiese Mri t. wor 

®. Whensiwhy ishouldiwou- preclude.anobner area 


from similar treatment in theory? 


Aw) Tomer think? he! en iieycanm beppushed) Too 
Cor Wi chou tne CONnsigeraua crear une. enerainjicoriterta 
Vici. 2O WU TCOMmDeUhoLvVS rates, itnet, once wou ceo 
TCO one M1 CMeTloOm where: Win oO rdeags oupuT (Crear rie: That 
wey ~hevracve nas to beso dLow, that at does, not meet 
out-of-pocket costs, then I would not be prepared 
to advocate that it should be done on rates only. 

Q.- Your suggestion is something along the lines 
of the statement made by the Duncan Commission 
in connection with national development through 
the Tostering of trade and commerce! through the use 
of rates? 

A. A few of thosesituations should be taken into 
account where they fall reasonably close to the 
Conpetivive -eriteria that we set up. 

Q. NOw, who is going to determine what "reasonably 


close to the present criteria” is? 
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A. Well, that is where you get into the 
administrative judgment from day to day as you go 
along. 

2. While we are on that, your suggestion con- 
cerning the enlargement of the powers or restriction 
of the powers, depending on which way you want to 
look at or the Board of Transport Commissioners, 
would constitute the Board of Transport Commissioners 
as a policy-making body to some extent? 

AR Orth ink it already 16. 

2. And you wish to have something further put 
into the statute? 

A. Well, we are back to the same argument cgein 
as tO whether a statute is to be changed or not. 

Q. Without discussing it would you agree with 
me that theAct might be sufficient but the personnel 
of the Board might have to be changed from time to 
time depending who might be approaching the Board 
with the trouble? 

A. Or the attitude they might take towards 
their administrative practice. 

THE CHATRMAN: The instance you have been using 
as the measure of national development; the Moritime 
Freight Rates Act is not necessarily so much 2 Board 
asian Act Of Farliament? 

A. It is not the Maritime Freight Rates Act as 
such; it is the rate from Halifax and St. John on 
export commodities. 

Q. You are developing that by national 
development and you get that to meet competition 
from United States ports? 


A. Yes. 
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2. What then is the meaning you give to the 
word "competition" itself? 

Aa That is something that is discussed 27 
considerable length later On in this chapter: 

Q. You say rates should be equal except whcre 
costs, competition, and the needs of national 
development require otherwise. Now you say "the 
needs of national development" mean competition of 
a SOrGr. I also would like to know what the other 
word "competition" means? 

A. The other word is used for competition with 
other forms of transport as distinguished from competition 
Wit opner narkets Or oGher ports. 


Q. Those things are already in practice? 


v 


=) - eine Commission adjourned at 4:45 pim.eto_meet 


egeain on Tuesday, November 22, 1949,\\ 56:10:30 alm. 
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Re EB. MOFFAT - Recalled. 
CROSS EXAMINATION RESUMED BY MR, O'DONNELL: 


THE CHAIRMAN: Very well, Mr. O'Donnell, 

MR. O'DONNELL: Mr. Moffat, will you please 
turn to page 2 of chapter IX which is page 114 
Iecne.wouintked briei™ my lord, night Ary the mid- 
dle of the page, where you say: - 

"Our Sree ste is that each discriminatory 

feature should be examined in the light of 

present circumstances". 

THE CHAIRMAN: Hold on a minute. Yes. I 
have it. 

MR. O'DONNELL: And so on. Now, the Board at 
the present time have the power to do that very 
thing, haven't they,underthe law? | 

Pus Wil AeA sure of that. They have the power 

to make a review but their statute simply directs 

them to set rates which are reasonable and just and to 
eliminate unjust discrimination, and with the history of 
the desisions on the interpretation of what is unjust 
discrimination, it is very doubtful whether that could 
be done without an amendment to the statute. 

Q. In any event by virtue of the freight rates 
inquiry at the present time, they are doing that? 

A. tho; 

Qs You say that they are not? 

A. No, because they are still operating under the 
Statute which simply directs them to eliminate unjust 


discrimination. 
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CHAIRMAN: The Statute , Section 314, under 
which I suppose the direction is governed, says that 
there shall be equality in the rates, 

A. As I recall it -- 

Qeiw LES. bNaG.1s one of the most important parts 
of the Statute. 

MR. O'DONNELL: "All toll shall always under 
substantially similar circumstances and conditions 
in respect of all traffic of the same description, and 
Carried injor) upon the. like kind of.care or conveyances, 
passing over the same line or route , be charged equally 
to all persons and at the same rates, whether by weight 
mileage or otherwise," and so on. 

A. Is that that clause in that section which 
restricts it to passing over the same line or route? 

The Alberta brief has discussed that much more fully 
than we have. They were pointing out that the effect 
of that is to restrict it to a requirement of .e quality 
within the same srea, but it does not make a broad re 
quirement that there should be equality right across 
the country . 

Q. Well, it must be under similar circumstances 
cand conditions at all times. Do you mean whether equality 
exists or not? You mist compare like with like 

A. Yes, you have to compare like and like but still 
not to restrict it to the same line. You have like and 
like in the East and West and as far as first class is 
concerned but still the board has on many occasions found 
that it is perfectly justifiable to have different rates 
for first class commodities in different parts of Canada. 

COMMISSIONER ANGUS: Are you thinking of the clause 
"No toll shal? be charged which unjustly discriminates be- 


tween different localities"? 
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A. There is that section, that is a separate 
section, but the definition of "unjust" there. is.one 
that is not too precise. 

MR. O'DONNELL: Have you any recommendation 
to make in connection with a proposed change in the 
law? 

Q. Not specifically, no, only as to the sort 
of policy that should be set out in it, but no spec- 
ific draft of a suggested change? 

Q. Will you please turn to page 3 of chapter 
IX which is page 115 of the printed brief, just in 
the concluding sentence of the paragraph above the 
heading "Criteria for Departure from Equality". You 
say in part there: " 

ee. We are concerned with the fact that 
higher rates have been charged in the West 
in anietfort tox»recoup 1..." 
and so on.. In: making that statement, I take it you 
exclude any consideration whatever of the grain rate\s? 

A. No, 

THE CHAIRMAN: Pardon me, where is that statemesnt? 

MR. O'DONNELL: It is the bottom of page 114, my 
lord. 

THE WITNESS: We are not excluding grain rates 
at all. 

THE CHAIRMAN: Is it about competitive rates? 

MR. O'DONNELL: No, my lord, it is just the sentence 
at the bottom of page 114. I was referring to that part 
Which says that higher rates have been charged in the West. 

THE CHAIRMAN: Mr. O'Donnell, cue you giving me the 
right page? The last paragraph on 114 Ls about comp etitvve 
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"Of particular importance of the growth of the 
present unsatisfactory rate structure ...." 

MR. O'DONNELL: That is the One, 20 is) the -lAase 
part of the last sentence there, my lord, 

MR. CHAIRMAN: " Our criticism is directed partly 
to the level of those rates ... ", that is, competitive 
rates, "as such but more fundamentally we are concerned 
with the fact that higher rates have been charged in the 
West in an effort to recoup the Railways for revenue loss 
in areas where competitive rates are numerous". 

MR. O'DONNELL: Yes, in part. 

THE CHAIRMAN: What is your question? 

MR. O'DONNELL: I asked the witness ifs) iio making 


that statement, consideration had been given to the rates 


covering the carriage of grain and grain products. 


THE CHAIRMAN: In The Crow's Nest Pass rates? 

MR. O'DONNELL: Yes. 

THE WITNESS: Well, yes, the answer is that attention 
is directed there towards the total return in Western Canada 

and in Eastern Canada, and the grain traffic is an important 
part in Western Canada, and it is reflected of course in 
the total returns. 

MR. O'DONNELL: The rates g@iven you in Eastern 
Canada in expenditures on the C.N.R. are far higher, are 
they not, than in Western Canada. 

A. Yes, if think I told Mr. Evans the other ayy VE 
am not too familiar with the C.N.R. aspect of that. 

Q. Could not we agree that the C.N.R. is a fairly 
important factor in considering any differences in the 
level of rates as between East and West, then? 

A. Yes, but there was a discussion of that, Mr, 


O'Donnell, in the section in which we discussed the place 
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of the C.N.R. 

THE CHAIRMAN: It is the section in which you 
discussed what? 

A. The C.N.R., in which we said it was our 
view that the C.N.R., the individual aspects of its 
operations was of importance, but we did not see how 
the rate level could be set on the basis of taking 
the total result of the C.N.R., in view of several 
circumstances which were mentioned in that section. 

MR. O'DONNELL: Would you agree with this sub- 
mission or proposition that a region whose traffic 
consisted of a high percentage of low grade traffic 
moving on very low rates, and a small percentage of 
high grade traffic, ought to expect to be charged a 
relatively higher rate on the small percentage of 
high grade traffic than is allowed, or whether the 
high and low grade traffic should maintain an even 
balance ? 

A. No, I don't think that necessarily follows 
unless the cost of operating is also taken into account. 
It might be that that would be the situation which would 
be justified, but it is quite conceivable that you would 
have low rate traffic, very profitable traffic, for which 
operating conditions are such that the cost of handling 
that traffic is ----+- 

Q@. Would you agree that if the rates on low grade 
traffic are not renumerative, the railways must either 
make up the losses by steeper rates on freight in the 
higher classifications, or look to the Public Treasury -- 

A. Yes, if they ere unremunerative. 

MR. O'DONNELL: In suppprt of this point, my lord, 
it occurs to me that we might put on the record an extract 


from the Sirois Report which will be found in volume 2 
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at page 193 where there is quite a discussion con- 
cerning grain rates. The position taken befere 
the Sirois Commission by the Province of Manitoba and 
also the general freight rate inquiries, is set out. 
The Commissioners, having reviewed the situation 
concerning these rates, go on to say this: 
"The record, thus summarized, leaves the question 
as to the profitability or otherwise of the 
grain rates undecided." 
THE CHAIRMAN: Would you read that again? 
MR. sHUME: Yes, my lord, Page 193: 
"The record, thus summarized, leaves the 
question as to the profitability or other- 
wise of the grain rates undecided. This is 
not desirable if the charge of unprofitability 
is to be constantly made in discussions 
dealing either with the general railway pro- 
blem or with the consideration of charges 
of discrimination as between regions. An 
examination of these conditions and a de-~ 
finite finding would be a contribution of 
value to the processes of adjustment; but, 
upon the evidence available to us, we cannot 
make such a finding." 
Then at page 199 the Commissioners say in part: 
"This Commission makes no specific recommenda- 
tion but it suggests, having regard to the 
length of time that has elapsed since the last 
general inquiry ---" 
THE CHAIRMAN: Pardon me, in regard to what? 
What would it suggest that in regard to? 


MR. HUME: "This Commission makes no specific 
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recommendation but it suggests, having regard 
to the length of time that has elapsed since 
the last general inquiry, the change in 
conditions due to the increased range and 
effectiveness of alternative means of trans- 
portation and the increasing signs of a revival 
of regional questioning as to the justice of 
the existing structure, that the present might 
be an opportune time to have a review of the 
railway freight rate structure on a Dominion- 


wide scale", 


THE CHATRMAN: Well then, this Order in Council 
concerning which you have been questioning Mr. Moffat - 
I haven't the number of it 

THE “ITNiSS: The Order on the equalization of 
freight rates - 4678, Mr. O'Donnell. 

MR. O'DONNELL: Yes, 

THE CHATHMWAN: This Order in Council that you 
referred to is to go over the ground, is it, that 


the Sirois Commission suggests? 


(Page 9478 follows) 
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MR. O'DONNELL; Is it not P.c. 1487? 

THE CHAIRMAN: I believe they both cover the same 
gfround. Don't they cover the same ground that the 
Sirois Commission says should be covered, or is it 
different? 

MR.O'DONNELL: I would think that P.C.--- 

THE CHATRMAN: Whatever number it is, this Order-in- 
Council has to be subject to statutory conditions as to 
grain rates. Did the Sirois Commission have in mind build- 
ing up a structure which would not be bound by this 
statute. 

MR. O'DONNELL: I think the Sirois Commission was deal- 
ing in grain rates, and it was argued by some of the 
parties that they were profitable and that the Sirois 
Commission, before determination could be made as to those 
unreasonable discriminations might find it advisable to get 
the information, Incidentally, the Province of Manitoba 
at that time, as is summarized in the Sirois Report, took 
this position. This is at page I92; 

"Counsel for Manitoba in the General Freight Rates 

Inquiry of 1925-27 in presenting his case to the 

board, urged it to make a finding on the profitability 

or otherwise of these statutory rates on wheat. 

His argument was that, since the earnings of the 

Western lines were high, it followed that the 

grain rates were profitable or alternatively, that 

the rates on other commodities were unduly high 

since they more than made up the loss.” 

Then he goes on: "No formal finding was made; but 

there were references to the question by two of 

the Commissioners," 

THE CHAIRMAN: The Order-in-Council under which that 
inquiry was conducted was in the same language as the 
present Order-in-Council? 


MR. O'DONNELL: Yes, P.C. 1487. 
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MR. O'DONNELL: And then following on: 

"I am going to ask the Board, if they will, to make 

a finding with respect to the profitable nature of 

tne -£resn treattic. 8oe long as it: is left in the 

realm of speculation you will have the large amount 

of propaganda which has gone over this country, con- 

tributed to by the railways. I think, on the material 

before the Board, that that question ought to be 
settled. It seems to me essential to decide whether 
or not these grain rates do or do not pay because if 
they do I say we are entitled to consideration of some 
other rates." 

In other words, the conclusion that the Sirois 
Commission came to is quoted in the extract of the memor- 
andum ee tee toy had prepared by their research staff, as 
I put it to Mr. Moffat just a few moments ago, and I 
quote from the memorandum: 

"In other words a region whose traffic consisted 

of a large percentage of low grade traffic moving 

at very low rates, and a small percentage of high- 

grade traffic ought to expect to be charged & re- 

latively higher rate on the small percentage of high- 
grade traffic than a region where the high and low- 
grade traffic maintained an even balance." 
That, I suggest, cannot be done without looking into the 
whole thing as was suggested by counsel for Manitoba at 
that time. I assume, ot that time, in view of the 
Order-in-Council which is similar to No.1478, that the 
poard was restricted and could not act on the matter of 
the statutory rates. This Commission is in no way restricted. 
It might be advisable to determine as to what the Sirois Com- 


mission states and thereby be able to decide whether oF Dep 
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are regions as suggested by Mr. Moffat in discimination 

THE CHAIRMAN: The Board on that occasion, as on 
the present occasion, was ordered to conduct its 
investigation on some statutory rates, that is, the 
whole inquiry was subject. to this statute. 

MR. O'DONNELL: The Sirois Commission indice tes 
that it would be a good idea to put it on the record: 

"But upon the evidence available to us we cannot 
Make SUCK a Linding.. lThate18.0n page 193, 

THE CHAIRMAN: All this has to do with the 
equality Of rates. 

MR. O'DONNELL: Yes, my Lord. 

THE CHAIRMAN: I refer you to section figure 1 
of section 314, and there we find the words, "..passing 
over the same line or route..." Equality is to be achieved 
for all concered if carried in like cars and passing over 
the same line or route. Have these words ever been... 
defined by the Board or by anyone else? I mean to say, 
passing over the same line or route. Does it mean the 
whole line of the Canadain National Railways, or does it 
mean a regional line? 

MR. O'DONNELL: I would assume it means from point 
to point the line. 

THE CHAIRMAN: I am asking you whether that has 
ever been interpretated? 

MR. O'DONNELL: I siesta ae been the subject of 
consideration at many times, but I haven't any reference, 
ny Lora. thay 1 can point. to. 

THE CHAIRMAN: I think we all know that. 

MR. O'DONNELL: I think the Order-in Council that 
your lordship referredto does. . use those particular words, 

THE CHATRMAN: No; that is just what I had in mind. 


The Order-in-Council requests the determination of a fair and 
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reasonable rate structure which will, under 
substantially similar circumstances and ednaievens be 
equal in its applications to all persons and localities. 
Will you go on, Mr. O'Donnell? | 

MR. O'DONNELL: Q. Mr. Moffat, we will now go to 
page 6 in the same chapter, which is page 117, my lord. 
You say there: h 

"Tt is the belief of the Manitoba Government 

that a substantial number of competitive rates, 

agreed charges, and other special rates, are now 

in effect, which would not now be introduced if 

judged by the criteria which have just been 

discussed." 

What is the belief founded on, Mr. Moffat -- was 
there any different study of these matters? 

A. No different studies other than the fact that 
competitive rates are concentrated in the East and 
that the Eastern portion has been less profitable *': 

than the West. 
THE CHAIRMAN: @..A11? 

Ae Nos to aemuch breater’ extent, 

Q. Are there any in the West at: all? 

eV On, Syes? 

Q. Where are they in the West? 

The two biggest groups in the West are the Transen- 
tinental rates which apply through to Vancouver on hauls 
from Toronto and Montreal and another fairly important 
route is Galgary - Edmonton, and then there are a scrics 
of small ones, and I think the most important has direct 
competitive rates on Classes 1, 2, 3 and 4. 

Q. In what region ? 
Q. Throughout the West out of the important cities. 
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Q. Do you mean Prairie Provinces? 

A. I think it includes British Columbia as well, 

MR. SINCLAIR: I am instructed that there are direct 
competitive rates throughout the Prairie Provinces, and 
there are numerous people with competitive rates, in add-~ 
tion, up to a distance of 370 miles under which L.C.L, 
freight smoves by express. 

THE CHAIRMAN: What about British Columbia? 

MR. SINCLAIR: There are competitive rates between 
Vancouver end the Okanagan Valley and between Vancouver 
and Cariboo and from Vancouver Island. 

MR. O'DONNELL: Q. You made no study, in any event 
to support that statement? 

ae There are two factors we have been able to study; 
one I mentioned, and the other is a sort of analysis 
that is in chapterV VIL. I think it is chapter VII, 

a chapter that deals with the changes in operating costs 
relative to the different length of haul. NO, ca G 48 
nov chapter VITs 101s chapter VIII. 

Q. But you haven't made any study of the competitive 
rates you referred to. 

A. No, and we ere told that no one has, either, : 
because the information is not available and would not be 
available until the results of the way-bill study is com- 
pleted, 

Q. All I am asking you is if you had made any study of 
£0. and Satd-vou aidnwt.? 

A. Yes, we made two studies. 

MR. SHEPARD: The witness has the right to explain it. 

MR. O'DONNELL: Q. Oh, yes, 

A. There are two beses and the only two bases that are 
available until something much more complete is done on the 
basis of the way-bill study and on the basis of some- 


thing along that line. 
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Q. Where have the railways allowed competitive 
rates to remain in force when they could have been 
raised? 

A. It is the same problem. You cannot identify any 
particular rate in one place or another. We have no ine 
formation and there is no way of getting information. You 
have the additional fact that esi year or two, 
nothing was done in the way of raising these competitive 
rates. 

Q. When you say until the last year or two, I 
assume you are speaking of the war period? 

A, Yes, the period immediately before the war and the 
period during which the Wartime Prices and Trade Board 
controls were in, nothing could be done. There was no 


application so/ far as I am aware of, to do that. 
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Q@ And that was the condition in 1941 up until 
the ordér expired in 19479 

Away 16 FPEAT 

© And immediately upon the expiry of the order 
you will agree the railways did attempt to raise all 
oompetitive rates? 

A The application was made, yes, and the annli- 
cation was for an increase of 20 per cent anc the 
railways indicated at the time they thought they could 
put yp competitiverates by 20 per cent, and after the 
traffic competition was removed they only put them up 
15) per Cent.; 

Q Just let me stop you right there. You sey they 
only put them up 15 per cent? 

A Gompetitive rates as such 15 per eens. 

y in some Gases the inéreases in €ompeticive 
rates were 50 percent ,40 percent, 38 per cent. I have 
figures which are illustrative of the instructions 

IT have and they range from 50, /45, 
BT.) acy 5% 30, Ses 5O ENG 60 Ons. Vou will eeree that that 
was the general situation if you have made any study 
at all? 

THE GHAIRMANY These figures you ere © ving 
are’ they percenvaces? 

MR. O'DONNELL: Percentage increases. I contend, 
My Lord, that the table - 

THE GHAIRMAN: Percentage increase in compet:t: 

rates? 

MR. O'DONNELL: In competittve rates yes. 

THE CHAIRMAN: Are they all in Eastern Canefia? 

MR. O'DONNELL: These are all in Easterm Canaca, 
yes, which was the complaint which had been made, that the 


Bastern Canadain rates should be raised. 
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THE CHAIRMAN: And do you know the dates when these 
were effective? 

MR. O'DONNELL: Yes My lord, there is a tabulation 
Showing the dates. 

THE CHAIRMAN: When did they begin and when did they 
Stop? 

MR. O'DONNELL: These increases began Apr.1 8, 1949 
with the 21 percent Case authorization. That is the date 
of the judgment in the 21 percent case authorizing an 
increase. 

THE CHAIRMAN: Now, therewere no increases before 
that? 

MR. O'DONNELL: There could not be any during the 
war period for one thing and when the railwnys endeavoured 
to increase them in an endeavour to obtain revenue there 
was serious objection by the provinces,and your Lordship 
will remember that Mr. Frawley gave a reference to the 
Judgment : where the competitive tariffs which had been 
filed by the Railways in order to obtain the revenue were 
Suspended, and it was only at the termination of the 
el per cent Case that the Railways were authorized to make 
, an increase. Your Lordship will remember that in the order 
which appears at the back of the Judgnent in the 21 
per cent Case the milways are authorized, according 
to paragraph e, of that order 70425, to increas conpe- 
titive ates below normal rates established to meet 
motor truck and / or water competition, or other form 
of competition at the discretion of the railway companies 
and the express companies concerned, in accordance with 
the situation existing prior to the issue of Order No. 
69612, dated October 17, 1947. That was the Order suspending 


the tarriffs. 


ahs ae = 


wads fc) corte) bas Mesed Yedd bib weeY 


er 8 long. nage peecoryn eeonT “sae 


eG aw wed 


eis aed > oo 
‘gicb att 8. «aE . nottsstroddws ‘6889 Laer 


oe wT & 
ius VSD VAST IG fS oi Ms 


rf d 


¢ 
wr 


. ‘ hi a ry i 
doled estecpeal of <kewared) wow <HAMDEDRH % 


ea | ' 
a ‘ey i 
: - . 4 ey * 
“J e@P seach sais ad) Som bine; ere? ee cat 
-r 
ee Se 


r ® ma ot wine se f fond . 
Hewoveshss sarcwiles, add aot ons Be teg “one 74, Be a ror 


a. 


' ue ee 


(+ aufiavey abaddo od smoveubas ae als sects ‘ORs 


aa 


~ . ; 7 vah a so 
eldebaol tvoy Sie geeomived” Sh ya aos Poe ra ado § | syolnee ast 


47 og SonsTetst & OVAS yalwers . 1h. sas nodneson £10 * i 


ae 4 ‘> : : 7. 2. F 5 
sed pon dokdw etiised evi sy ivegacs ect ascii : 


een sugpves eft sieids oF momo At ocenl tes eistiba! _ a 
ont "Ye srtenod ord ge. yigo eeu ia bas. bohemia 


E ~! 
ate Se “ones earow eyows ten ony —.. $55 3 #199 mor “ts 
we ; rT . 


gait? of - Snes 


a * i. 


wit ‘to wad or ay ve 45 oar 
a 4 


t co 
an.isoooe , pes irodign ms ayawl. ken ede ened 2 S 


Pee 
ita, Ue 9 ® 


2 oi cagtont of .@atOy nebwe vee, 10. & agengane ¢ 


My 
rt ein si > 


ws 
r oon od bode lsdsies seve iv oft woled ‘gotan pias 
$92 coda lidedes secen Sacmot ste ibaa 


aot sadso yo.  HOLI tdaque> xo 0. i 
panies _ 


~ 
- 


~ 


oa) 


aolnogmo, ‘.ovi fas oid 29) fottveso'e® » 


7 ; a, esi. 


@diu sensirroges af bere bemaiglar shy 


7 Me So herO 10 auagt ota ot 
sea Baw toa” 
Te 


oun 


- 9495 - Mr. Moffat Cr.ex 


THE CHAIRMAN: That is suspending the - 

MR. O'DONNELL: Competitive increase which the 
railways endeavoured to put in during the pendency of 
the 21 per cent Case. 

THE CHAIRMAN: Fixing the rates as they were? 

MR. O'DONNELL: Increasing the rates. 

THE CHAIRMAN: In 1947 the order prevented you 
from increasing those rates? 

MR. O'DONNELL: That is right. 

THE CHAIRMAN: And you were not allowed to increase 
them until this other order? 

MR. O'DONNELL: Until April 8, 1948. 

THE CHAIRMAN: Then did you proceéd at once to 
increase them? 

MRs O'DONNELL: Yes, My Lord, once the 21 per cent 
increase was applied and then later - 

THE CHAIRMAN: First the competitive rates them- 
selves were increased as such, were they? 

MR. O'DONNELL: Yes My Lord. 

THE CHAIRMAN: Then the 21 per cent increase was 
But On top of That? 

MR. COVERT: The 21 percent was first. 

MR. O'DONNELL: 21 percent was first put on the 
rate. 

THE CHAIRMAN: But in so far as the competitive 
rates were concerned, were they just increased 21 percent 
Like all the others? 

MR. O'DONNELL: They were, yes, at first, and then 
a 15 pereent increase was put on on the 15 of September 
1948. 

THE CHAIRMAN: By the railways themselves? 


MR. O'DONNELL: Yes, My Lord. 
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THE CHAIRMAN: Under that authority? 

MR. O'DONNELL: Yes, 15 per cent. 

THE CHAIRMAN: What I mean is this; the margin 
then between the ceiling rate and the competitive rate is 
less than it was? 

MR. O'DONNELL’ That is right, and this table which 
I think might as well be put into the transcrig® sives quite 
a complete story of a number of these rates which are 
merely illustrative of hundreds which can be found in the 
tariff books ,and which show the rates as of 1 Sprit 194e 

with the 

and it shows the rate increase of the next day 2l/percent, 
it shows the rate as of the 15 April 1948, it shows the rate 
as of September 15 1948,with a 15 percent increase added 
to it. It shows the present rate and it shows the increase 
in cents as well as percentagewise and it BGen, Li my 
respectful submission ,to refute the statement that the 
railways have failed to increase their competitive rates 
as they might have. I would hand this, My Lorc, tO the 
reporter’and ask that it be placed in the record at this 


point. 
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THE WITNESS: There are two or three points - 


THE CHAIRMAN: You say in your brief: 

"It is the belief of the Manitoba Government 
that a substantial number of competitive rates, 
agreed charges, and other special rates, are now 


in effect, which would not now be introduced if judged 


by the criteria which have Just been discussed." 
and so on. Do you mean that notwithstanding these 


decreases, there are other competitive rates that ought 
to be decreased» Is that what you mean? 


THE WITNESS: Yes. 
®. Where are they? Can you point them out? 
A. I was going to point out two or three POLnts 


in that connection, if I may sir. The firstthing is that 


this group of rates which Mr. O'Donnell is talking about 
18, aS he says, only a few illustrations of what has been 
done. So far as I am aware, no one has given any compre- 
hensive story of what has happened to competitive rates 
taking them over all. Whether this has Nappened to all 
competitive rates or some of them or whether there is a 
substantial number of other rates where this sort or thing 
has not happened, I don*t think any one knows. 

MR. O'DONNELL: Can't anyone go along to the tariff 
office and pick out that data? 

Ae ONG £3 impossible to make any sense out of 
Lt. 

Q. By comparing/ the tariff that had been in 
April 1947 with what it is today? 

A On an individual case. 

Q. What more do you want? 

4. I want to know how many there are increased. 

Q. There are millions of rates and there are 
hundreds of that kind? 


A, That is exactly the problem. 
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2. Well dont say it can'tbe done because it has 
been done. 

A. No, it has not been done. 

Q. Well, if the tariffs have been filed 
we will agree on that? 

Ay Yes 

THE CHAIRMAN: I think the railways might tell us 
Simply this. Are there any competitive rates which were 
effective when this last order of the Board came out that 
had not been increased? 

MR. O'DONNELL: In my understanding, My Lorc, all 
competitive rates which could be increased so that the 
traffic could be held were increased or Suspended or 


canceled. 


THE CHAIRMAN: But that implies that some competitive 


rates have not yet been increased; otherwise, you would 
have lost traffic. Is that right? 

MR. SINCLAIR: They have all been increasec I am 
instructed, My Lord, the agreed charges as Mr 
O'Donnell pointed out--some of the agreed charges which 
he pointed out. 

THE CHAIRMAN: Never mind the agreed charses at the 
moment. Will you tell me whether there are st°ll som 
competitive rates which have not been increased? 

MR. SINCLAIR: No, My Lord. 

MR. O;DONNELL: My instructions are the same as far 
as the Canadian National Railway is concerned. 

MR. COVERT: I think perhaps while we are here, Mr. 
Chairman, would that increase be something move than the 
el percent increase? 


THE CHAIRMAN: That is part of the question i have 


put to Mr. O'Donnell. 
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MR. SINCLAIR: Very substantially My Lore. 

THE CHAIRMAN: They were all increased 21 percent? 

MR. SINCLAIR: Yes. | 

THE CHAIRMAN: Were they all increased likewise to 
a higher percentage rate than they were before? 

MR. SINCLAIR: I understand so, My Lord. Some were 
taken out entirely; some have had varying amounts o? 
percentage increase. 

THE CHAIRMAN: Some were put back to the standard 
rate? 

MR. SINCLAIR: Well whatever the normal rate might 
pe. 

THE CHAIRMAN: But all were increased? 

MR. SINCLATR: Yes My Lord. 

THE CHAIRMAN: Independently of the 21 percent? 

MR. SINCLAIR: Yes, that is a7 instruction. 

THE CHAIRMAN: By Canadian Pacific Railway? 

MR. SINCLAIR: And that such competitive rates are 
constantly under review by the railway officials to see 
whether they can be increased further without losing the 
UYarfic . 

MR. O DONNELL: And my understanding was they were 
‘also further increased by 15 percent and that they have an 
accumulated increase of 21 percent and 15 percent additonal 

was put on them as shown by the tabulations I 
have just produced, 

MR. FRAWLEY: My Lord, on the 12 of September of this 
year there was an authorized increase of freight rates. 

I understand that that 8 percent increase in their rates 
was not applied to competitive rates. If I am wrong I 
would like my friends to correct me. 

MR. SINCLAIR: As far as the Canadian Pacicic is 


concerned I am instryeted that the traffic officials are 
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actively engaged in going through these rates to see what 
further increases they can bear and that is not an unusual 
thin but that is the regular procedure being followed by 
traffic officials of the Canadian Pacific and that just as 
soon as the officials of the Company in view of all the facts 
feel that these rates can be increased further, they will, 
even in Alberta. 

THE CHAIRMAN: I suppose that is an increasewhere you 
will not lose the traffic? 

MR. O'DONNELL: Yes, and the Canadian National is in 
a Similar position. I wil draw attention to the authorization 
of the Board of Transport Commissioners in the 21 percent 
Case as far as competitive rates are concerned; 

"Competitive rates below normal rates established 
to meet motor truck and/or water competition or other form 
of competition may be adjusted within the discretion of the 
railway companies and express companies concerned.” 

The Board knows, I am satisfied, that the Railways 
have not increased by 21 percent aniby 15 percent such 
competitive rates as they could, and by the additional 
percentages as shown in the tabulation, for instance, are 
doing everything possible to get all the revenue they can 
from competitive rates and the Board expressly gave authori- 
zation to make those adjustments within the Ciscretion of 
the Railway Companies . concerned. 

MR. FRAWLEY: You would not need a reason Mr. O'ponnell 

MR. SINCLAIR: The only reason it is in there is to 
allow us to increase them on short notice instead of the 
Statutory notice as provided by Railwey Acts. 

TH CHAIRMAN: Instead of what? 

MR. SINCLAIR: The statutory notice that is provided 
by the Railway Act, thirty days as against 10 days because 
we hac asked for that provision to be granted to us on appli 


cation. 
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MR. SHEPARD: Mr. Chairman, Mr. Matheson has just 
advised me that it is his understanding that certain of 
the competitive rates have actually been reduced by the 
railways notwithstanding that my friend Mr. Atneleie that 
they have all been increased. 

THE CHAIRMAN: Well, can Mr. Matheson tell us where 
that exists? 

MR. SHEPARD: I asked him that and he cannot tell us 
at the moment but he can make inquiries and perhaps put it 
on the redord Laver. 

THE WITNESS: There is one other group that is fairly 
closely related to these competitive rates, and that is 
agreed charges. 

MR. O'DONNELL: We are just talking for tne moment 
abOULT competitive rates. 

f. It has been handled quite differently - 

THE CHAIRMAN: Looking at it from the outside; it 
seems to me that the railways would not be granting the 
lower rate to any locality which was not necessary in order 
tO get or secure the traffic. I would not be in their 
interest to do it. Why should they? 

A. Someone asked me that question the other day. 

MR. O'DONNELL: You had better answer it now. 

A. The answer I gave at the time was, we were not 
quite sure that they did it, but the indications were, 
that they did it in the past and particularly that they 
did not raise them when the circumstances hac changed so 
that it would have been to their advantage to . . them. 
Why they did it, I dont know. 

COMMISSIONER ANGUS: You say '" In the past. 

What time do you mean in the past - the 1930's? 

A. Particularly towards the end of the 30's, and ungid 

the provinces began to put pressure on through tnese rate 


cases, and thig last wave of increases in the last eighteen 
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months, and I think we have to agree that they have done 
a reasonably good job in carrying out the sort of thing 
the provinces would like to see them do, but that is in 
part through the efforts of the provinces. 

MR. O'DONNELL: Do you suggest to this Comm:..ssion 
that the rates could have been raised during the “epression 
years? 

&. Not generally. 

Q. Are you suggesting,that livestock rates 
Lor instance, which were allowed by the Board's Judgment 
in 1920 to be raised by 40 percent and which the railways 
voluntarily refused - - My friends can smile all they like 
about it; it is on record that in 1920 in the ceneral 
freight rates inquiry the railways were given authority to 
raise those rates up to 40 percent. Do you think the 
railways should have raised those rates during the cepression 
years? 

A. Not the livestock rates. 

THE CHAIRMAN: Pardon me, Mr. 'Donnell, the livestock 
rates were special rates, not competitive. 

MR. O'DONNELL: They were special but they were 
depressed rates, and my friend contended that all these 
depressed rates should be raised 

MR. FRAWLEY: The livestock rates which my friend 
says so many times were voluntarily reduced were due to 
the Peon ce ee Canada at that time. If my friend's 
railway had not reduced those rates they would not have 
hauled a steer, in the province of Alberta. 

MR. O'DONNELL: That might be, but I am suggesting to 
the witness that when he indicates to the Commision that these 
rates should have been raised during that time, that it is 


possibly suggesting something that could not have been done. 
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THE CHAIRMAN: We have been talking of competitive 
rates, rates which the railways reduced to take traffic 
which ordinarily would go to another carrier, trucks or 
Ships. Now, are those Special livestock rates, rates of that 
type? Were they not rates put into operation by the railways 
tO encourage an industry? 

MR. SINCLAIR: My Lord, there were two cypes in Western 
Canada - pedigreed livestock rates and I think that is what 
you have reference to, and then Special commodity rates that 
were competitive. The special rates'were expiry rates on pure 
bred livestock and show stock. 

THE CHAIRMAN: There cannot be any complaint that those 
Special livestock rates were not increased by anybody because 
we are told they were increased about 142 percent in Alberta. 

MR. SINCLAIR: The special rate? 

THE CHAIRMAN: They were increased in all about 102 
percens.. 

MR. SINCLAIR: That is right, My Lord. 

THE CHAIRMAN: And you say they were competitive rates? 

MR. SINCLAIR: They were special rates, expiry rates, 
but outside of those, were general livestock rates which were 
not special rates. 

THE CHAIRMAN: Were they not rates which the railway had 
put into effect in order to encourage that particular industy? 

MR. SINCLAIR: That applied to pedigreed livestock ana 
exhibition stock only. 

MR. O'DONNELL: The rates I am speaking of are the 
livestock and packing house products rates which were different. 

THE CHAIRMAN: Those were competitive, were they? 

MR. O'DONNELL: I don say they were competitive. 

THE CHAIRMAN: You see, let us distinguish - We have 


been talking so far about competitive rates, and this part of 
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the Manitoba brief that you are examining Mr. Moffat on 
refers to competitive rates. Then it goes on and talks 
later about agreed charges and other Special rates, but for 


the moment we are talking about competitive rates and let 


Ue leer thay up. Tek us distinguish between competitive rates 


and special rates. Now, I understand you to say that the 
general position is this, that your railway has increased 

all competitive rates, and that since the las: 8 per cent 
increase was authorized you are Studying what other increases 
can be made in competitive rates. Mr. Sinclair tells us that 
anyhow. 

MR. O'DONNELL: And some have been increased to my 
knowledge even at this date. 

THE CHAIRMAN: Now you are Bevtane On, if vou like, €6 
agreed charges, and special rates, and that is why I want to 
distinguish between special rates and competitive rates in 
regard to these livestock rates concerning which we hear a 


Breau geal in) Alberta. 


Page 9508 follows. 
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MR. O'DONNELL: My question to the witness way 
back was as to where the railway had not raised 
competitive rates when they could have. That was the 
point I was making, and I think Dr. Angus asked what 
period of time is covered by your statement that rates 
een when they could be increased. That is 
what I was directing attention to. 

A. One other group ----- 

4 The period of time, to begin with. 

five I think I indicated that to Professor angus, 

2 it goes back to the end of the 1930's, 

A. To some extent at the end of the 1930's, 
There was no review made. To some extent it goes 
back even further than that. 

4+ If there was no review made at the end of 
the 1930's, what is your basis for making that 
statement? No review by whom? 

4. No review by anyone looking at the thing from 
the point of view of the public Overall other than? the 
railways themselves. 

a The railways themselves were certainly looking 
at it, you will agree with that? 

A. I don't «know whether they were or not, but 
there is another group of rates there which in all its 
essentials is a competitive rate which has not been 
raised, and that is agreed charges, in all its 
essentials a very competitive rate. 

THE CHAIRMAN: Mr. O'Donnell is not through yet 
with the matter of competitive rates, 

MR. O'DONNELL: No, I am not, my lord, At least, 
that is when I get that one question home. 

A. There is one other aspect of this thing, that 


what we are advocating here is something to see that 
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for the future this is not re-introduced again, and 
we have some evidence of moves being proposed which 
looxed as if they were proposing to re-introduce 
some of this differential again - that is, the 
e0 per cent ‘application. 
THE CHAIRMAN: By providing competitive rates? 

Just a minute, let us finish first with competitive 
rates, because they are very different things. 
These charges are provided for by special statute 
and so on. Let us stick to competitive rates. 
Do you say that you have reason to believe that the 
railway intend to ree mane ones would be unjust to 
you? What then? 

4&4. To re-introduce the old state of affairs by 
raising non-competitive rates by an amount greater 
than the increase in the competitive rates, and the 
4.0 per cent application was framed in that way. 

COMMISSIONZR ANGUS: At a time when they could 
raise the competitive rates without destroying the 
trattic, ts that. it? 

A. Yes. 

qj tS their general argument this, that one would 
assume the railways were vigilant in the matter of 
raising competitive rates in the later 1930's? 

A. Yes. 

we And therefore you are suspicious that they 
are not being vigilant now? 

A. That might come under it, yes. 

MR. O'DONNELL: Do you remember the evidence given 
by Mr. Jefferson in the 21 per cent. case concerning the 


review made during the year, and every year, of 


Pann 6" ae wach 
feegee wiruenes partion e a He aa 
‘eylatveqaae shot Aeak? atest gy hb ee mere “ge 


| 
~ . 


7 


raged sneveneed Ysey ets yet HERBIE 


ties 


edudoge false? W. fet PALE EE Bae 

sas au lgntonaee og wo! Je aks al 

oi3 Jady “sparied ¢¢ Aagset ore fy eoy a3 aad ‘ wet 
. an 7 


OF PBL ih AM sd Blow sade Sy Dota a2 ‘pnetal rt site pS . 
; u 
x ua jaw tue 2 


UG SRERTTS GO Siege GAY ees genpormad 9% ey ny 
F ’ 


ee 
Va 
Pelgets invowa ae YI RSYs4 BY ey Sheaeaeo kee ee 


ne a 
fogibe o€} pt eeacteal sid nai r Ae 


_ 
“ 
ae tal 


ad¢ Pas ,fSlee Sve | 
gon dads ah Same zs) eee cre H1ao teq GS 
HisOo Ygsd KekW Bale & WA 1b Ria) LPL D 

aid ang¢yoiqesad fuegege Beret S¥id : BOD Gag eed ort ' 


(Sek dead al /oteteee, 


BS J ; ty s or ~ ‘ : 1 y 
hive of9 gehd ,Bel?. sQRM RNS Letea ge RH BL ‘sh f ra 
a rapa). ee at sae Hee ate OL, fi iad vanmpe oe Ww of ; 
| ve iy 
Eade Bid AL SHBLISEY BOW Bs ce Let O65 ROBRO®. | on 


foighlL Teast GAY HE Seay ere Hoe ZaLeLst in 


.86Y .8 iA 


yous Jule avekeygale Sth WPL SFO TOPER? RBA +e 


o 


. 


fan Jasiiggy gaged Son ots 
HA pdt TOBY ames Figke dealt A . 

avis genatl¥s ef) FeeeAee Hey ae Area 18 call 
Hiecno® S3Bo .2ne8 Sea £8 add hi seveth 

(sE9% LAShe baa. + Fa0G See ys 4 


-9510 = Mr. Moffat Cr.-ex. 


competitive rates? 

A. I heard Mr. Jefferson's evidence, yes. 
I do not remember that particular point. 

j. On your basis you would assume that the railway 
is not alert to its own interests and is not endeavouring 
to obtain all the revenue that it could all the time? 

A. There seems to be some suggestion of that. 

«w. Why would you think that? 

A. AS to why, as I say, I don't know why. 

q. Merely your suspicion, with no foundation 
in fact to support it? Is that correct? 

A. Well, no, not that we have no foundation 
POP LaCu. 

a. Well then, give us the foundation for it. 

Let us go to the transcontinental rates which occur 
at page l2. 

THE CHAIRMAN: What about agreed charges and 
other svecial charges, do they form part of that 
same sentence? 

We OTDONBRLES “LP you look’ in the chapter 
transcontinental rates come next. 

THE CHAIRMAN: You mean, as to competitive rates? 

MR. O'DONNELL: Yes, my lord, transcontinental 
rates will be found at page 141, and later still upon 
agreed charges. 

THE CHalRMAN: Well, it is alleged that these 
transcontinental rates Gifferentiate against Winnipeg 
in the middle west in favour of Vancouver and Hastern 
Canada. That is about what it is, isn't it? 

I think that is the allegation. 
MR. O'DONNELL: Yes, generally speaking, my lord. 


Now, at page lz of Chapter XI, Mr. Moffat, you say: 
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"For some reason, which is not clear to 
us, these proposed increases have not been put 
into effect. In the meantime American rates 


have been still further increased." 


THE CHAIRMAN: What page is that in the printed 
brief? 

Maes OT DONNELie Pages icin wmy Lord. 

THE WITNESS: Mr. O'Donnell, Mr. Evans one day 
last week (I am not sure which day it was) pointed out 
that the transcontinental rates have been increased 
Since this brief was written, at a period unknown to 
me at any rate. I still have not got precisely the 
date, but certainly the fact that it is here now --- 

THE CialkiilAN: I think Mr. Evans said these 
increases had been made in September. 

Wh. O'DONNELL: w. Your brief is dated 
September 1949. 

A Yes) 

Q And I suggest to you that as of 7th April, 
1948, increases in transcontinental rates were made. 

A. In a few cases. How many I don't know. 

Qe And you did not take the trouble to verify 
what the situation was before you put that statement 
in the brief? 

AZLIL 1S pot eucaseror, treuble. Lt doesn't 
matter what you do, youcan't find out. at least I 
can't, hind vous 

4. Is the Municipal and Public Utilities Board, 
Motor Carrier Branch, one of the branches of the 
Manitoba Government? 
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wa» And the Canadian National records, Canadian 
Freight Association records, show that covies of the 
tariff were sent to then upon their Bede. 

A. Copies of the taritt, but it doesn't do anybody 
any good. Iam trying to find out what has been 
happening, gone to all different people to tell us what 
has happened to these freight rates, but you cannot 
get the general pattern of what has happened from a 
tariff ~- at least I can't. 

w+ Here is a tariff, C.T.¢. 1444, which has fifty 
pages in it, and which I am informed is the tariff which 
applies to "All Rail! "Rail, Water and Rail" and "Water 
and Rail", competitive, local and joint freight tariff, 
commodity rates and carloads, applying from stations in 
Eastern Canada east of Armstrong and Port Arthur, 
Ontario, to British Columbia coast points. 

A. Yes, | 

%- You never read that tariff? 

A. If I had read it, I still would not know how 
many of those rates had been increased and how many had 
not been increased. If I spent the rest of my life 
reading that tariff, I still would not know whether all 
the rates had been increased or whether they had not. 
There is nothing there to compare it with, 

a» Well, if you enquired of any railway man do you 
think he could not tell you? 

A.Any railway man? There might be one or two 
railway men in Canada, but the answer is that I don't 
know, there certainly are not any in Winnipeg that 
could answerit. 

MR. SINCLAIR: I must challenge that Statement, my 


lord, that there are no persons in Winnipeg. 
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THE .ITNESS: There is not any person in Winnipeg 
who can tell me whether all the rates have been raised 
on transcontinental. 

MR. O'DONNELL: Q. Did you ask Mr. Buckingham in 
“innipeg to explain? 

Foe O's 

&» Did you ask Mr. McMillan of the C.N.R. in 
innipeg, or the officers in Winnipeg of the Canadian 
National? Did you ask anybody in the railways? 

A. I did not ask anybody in the railways directly. 

u%. Do you say there is nobody in Winnipeg that 
can read who can supply the answers as of a given date? 

A. [ am told by Mr. Denton that he once had a 
"phone call from one of the railway officers asking 
if we could tell him; 

THE CHAIRMAN: Mr. O'Donnell, is it a fact that 
the Canadian National Railways have also made increases 
effective from lst September in theseparticular rates? 

MR. O'DONNELL: In these particular rates, as of 
september this year, I am informed it is a fact. 

THE ChalRMaN: The brief says: 

"For some reason which is not clear to us, 
these proposed increases.pave not been put into 
effect," 

Then Mr. Bvans gave us the information that insofar as 
the C.P.R. is concerned they have been put into effect 
fromand after 1st September last. is that the case 
with the C.N.R.? 

MR. O'DONNELL: That is the case, and it is a cover 
rate on this very tariff, C.T.C. 1444, effective September 
lst, 1949, a tariff that anyone could have onsulted, as 
after the date of issue on 29th July 1949 a opy of it 


went to the branch of the Government of Manitoba which I 
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have just mentioned. They got both the eastbound 
tariff and the westbound tariff. Now just again as 
illustrations only of the extent of the increases 
which have been put in on transcontinetnal rates 
(and there have been hundreds of increases) I have 
another table which I would ask, my lord, that the 


transcript writer insert at this point. 
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STATEMENT SHOWING INCREASES IN REPRESENTATIVE 
RATES ON TRANSCONTINENTAL TRAFFIC OVER RATES 


IN EFFECT APRIL 7th, 1948. = 


TO VANCOUVER, B.C. 


A’ RATES IN CENTS PER 10C LBS. 
C.F.A- TARIFF 1-H, C.T.Ce Now 1312 CoFeA. TARIFF 1-J CTC 
Present Increase Percentage of 
Rates in Cents increase present 
Item Min. Basic 21% 15% Item Min. Effective Present Rate over rate over 
FROM §§ COMMODITY No. Wt. Apre7/48 Apr.8/48 Sept.15/48 No. Wt. Sept.1/49 April 7, 1948 April 7, 1948 
A&B Blocks, Butcher 240-B 36000 142 172 198 200 36000 293 15) 106 
A&B Electrical 800 30000 = 1560 182 209 800 30000 295 145 oF 
Appliances 
A&B Disinfectants 660-4 40000 150 182 209 740 40000 288 138 92 
A&B Pole Line Con- 820 40000 150 182 209 820 40000 27h 124 $3 
struction Mat- 
erials 
A&B Juices, Fruit 1510-C 40000 129 133 13 1060 40000 ped | 27 115 
A&B _ fron & Steel, 1430-D 30000 150 182 209 1240 30000 274 124 83 
Misce 
A&B Radio Sets 1990-f£ 20000 300 363 A417 1880 20000 530 230 <i 
&&B Tires, Rubber, 2150 320000 = 183 Papal 254 1960 30000 CSM 154 84 
Pneumatic 


Markham, Ont. ) Bulbs 


Montreal, Que.) or 3550-8 20000 1873 B27 261 300 20000 433 24.55 131 
Toronto, Ont. ) Tubers 


NOTE: 4 & B Territory Ontario and Quebec points. 
Canadian National Railways, 


Montreal, Que., 
Noygember 18th, 1949. 
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THe CHATRiaN: Pardon me a moment, Mr. O'Donnell. 
When you say hundreds of increases in transcontinental 
rates, what brings them into the figures of hundreds? 
Are they different commodities? 

MR. O'DONNELL: Yes, there are many, many 
transcontinental rates. 

Tis CHATHMAN: On commodities? 

MR. O'DONNELL: Yes, my lord. 

THE ChsIRMAN: I mean, it is the great number of 
commodities which gives these figures? 

MR. O'DONNELL: Yes. we LT am informed, Mr. Moffat, 
(you could not have forgotten this) that you obtained 
& copy of tariff No. 1-J and that you had the copy” 
Stencilled and distributed by the Canadian liemufacturers! 
Association. 

Lee Vdee roo esey "a copy of that, that Ls to say 
what I got was a mimeographed information bulletin put 
out by the Toronto Chamber of Commerce, quite by 
accident, and the only way it came to us was by accident. 
Whether it was put out by accident, I don't know. 

Qs Did’ you ‘ask for “it? 

Ae No. 

g. Who gave it to you? 

MR. SHEPARD: I explained that document to Mr. 
McLean in Toronto, because he is a member of the Toronto 
Chamber of Commerce, and he forwarded it on to Winnipeg, 

MR. O'DONNELL: y. And it has comparisons of rates 
as they were before the increases and after? 

A. Yes. 

Y And you had it stencilled and distributed to 
people in Winnipeg who were interested? 
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a.» And you did not know anything about this tariff? 


Avgsltadidnkt +tetd anyone all these eavonndat be ing 
increased, whether they were the only rates being 
increased or whether it affected all the trans- 
continental rates or part of then. 

4 Would you agree with me that if you took this 
tariff, fifty pages of it, and compared it with the 
tariff, which was likewise possibly 50 pages, which 
immediately preceded it, you could determine by what 
rate any given commodity had been increased? 

A. By whet rate any given commodity had been 
increased in there. 

‘ji. What more do you suggest could be done? 

A. I would want to know whether that was all the 
transcontinental rates. 

THE CHaITRWAN: What are you saying? 

A. I say that in order to be able to judge the 
Situation, you would want to know whether there were 
other commodities wh ich were not increased, and that 
information is not available to anyone. 

qa Other commodities that were not increased? 

A. And how much traffic volume was involved. 
That information is not available to anyone. The 
railways haven't got it, In that «:.:respect we are 
not in any worse position’ t han the railways. 

Q@. Do the railways charge something for every 
commodity that goes? 

A. Yes, but there may have been, as far as we know, 
a substantial number of commodities on which the rate 
remained exactly where it was. 

THe Cil.IRMAN: Mr. O'Don:.ell, are there any 


commodities on which the rates have not been increased? 
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MR. O'DONNELL: Not in my understanding, my lord, 

THE CHAIRMAN: Was there some sort of blanket 
increase made in these rates, in that case, to cover 
everything? 

MR. O'DONNELL: This tariff, as I understand it, 
was compiled covering all charges. 

THE CHAIRMAN: All commodity rates? 

MR. O'DONNELL: Yes, all commodity rates. 

THE CHAIRMAN: And is it a tariff that shows the 
increases in every case? 

MR. O'DONNELL: I understand the indication is that 
there were additions, cancellations, changes, increases, 
reductions, re-issues, and those are shown along on the 
Side of the tariff, so that whatever happened in any 
particular case could be shown, could be determined by 
consulting the tariff. 

THE CHATRMAN: You see, Mr. Moffat, your brief 
says that the American rates have been increased. 

How did you know that was so? 

A. All we know there is that the Americans 
authorised an increase on their regular rates. Again 
we are not absolutely sure what happened. 

Mk. O'DONNELL: Again you did not ask ? 

A. No. 

a And you dontt know what the position is? 

A. Not on individual commodities, no. 

MR. FRAWLEY: My instructions are that the tariff 
1-J was a re-issue of the tariff for carrying the goods 
from Eastern Canada to Vancouver. Generally speaking 
it was an increase. There may be some that were left 
as they were. In fact, I take it, in the other instance 
there were perhaps a small number where they were reduced. 
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person to find out just what had happened, which had 
been reduced, which had been left and which had been 
increased, that is almost an impossible task. 

THE CHAIRMAN: Well, the railways ought to be 
able to tell’ us’ that, 

MR. O'DONNELL: Certainly. 

MR. FRAWLEY: That there should be available 
something which would show for each of these rates 
exactly what the history is, and I understand Mr. 
O'Donnell is now going to pass something like that in 
just by way of a sample. 

MR. O'DONNELL: That is right,and which anyone 
sitting down to study the tariff could make up for 
himself, All I was interested in was determining what 
the basis of the statement was, and now that I find out 
what it was, I would therefore ask that a few of these 
rates (and I say they are merely illustrative) should 
belput ion the record), and) D.will hand» the transcript 
writer the tabulation which shows how the trans- 
continental rates have been increased. I take the 
first one on the list, an increase of 106 per cent. 
over April 7th 1948. 

THE CHAIRMAN: What is that increase on? 

MR. O'DONNELL: That is on blocks, butchers! 


blocks, whatever they may be. 


THE CHAIRMAN: What is it? I didn't hear. 
MR.O'DONNELL:: Butchers' blocks, whatever they 
may be. It 18 en item - in the tariit: 
MR. FRAWLEY: They are just a bit larger than 
baby blocks. 
MR. O'DONNELL: Electrical products is the next one 


whieh is there, 131, 64, 92 and so on. Those were the 
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increases that my friend, Mr. Moffat,suggested had not 
been put into effect. Turning now to a particular 
sentence in your brief, would you just go to the bottom 
of that same page, where you say: 

"It is our view that as a minimum, the Canadian 
transcontinental rates should be raised up to the 
level charged by their most serious competitors for 
that traffic, namely the railways of the northern 
United States, and that studies should be 
instituved —% <4" 

and so on. 

THE Cia TRAN: Where is that? 

THE WITNESS: That is just below the items 1, 2 
andy 

MR. O'DONNELL: Page 12<, my lord 

THE CHAIRMAN: Yes. 

MR. O'DONNELL: Q. Why do you suggest that these 
transcontinental rates should be raised to the level of 
the American railway rates, and not merely to the point 
that will allow the railweys poueeese the competition 
they are endeavouring to meet, which is the ship 
competition through the Panama Canal? 

A. We are back to the ship again. 

Q. Never mind if we are. All I am asking you is 
whether you suggest that that is not the point at which 
the competition should be met. 

A. If there is water competition and if somebody 
can put this in from outside, then it is witer competition 
that should be taken into account, but if there is only 
one Ship then the competition is from the American 
railways. 

q. If there is only one ship (and I don't know 


whether there is more than one or not), but if only one 
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was taking all the traffic was available, that the 
railways thought they should endeavour to meet, then 

is not that competition the railways. have to face, and 
that is the rate that has to be put in? 

A. You say, if the railways did, that is one thing, 
but this issue is one that goes beyond the railways. 

If in the opinion of the Board of Transport Commissioners 
this is competition that has to be taken into account, yes. 
Q. And if you don't make any complaint to the 

Board of Transport Commissioners that there was unjust 
discrimination, then cannot the Board of Transport 
Commissioners assume that the rate is just and fair, 
unless someone complains of it? 

A. No. 

aw.» And you don't know whether the rate is just 
and. Tarr ior nov? 

A. No, our suggestion is ---- 

~@. But you have not made any complaints. 

A. But we are certainly making a complaint here. 
Our suggestion is that the starting point should be to 
make these rates equal to the most important competition, 
which is the transcontinental American rate as far as we 
can see it; and that then, with this as a starting point, 
then study the figures as to whether there should be a 
Slight deviation one way or the other, either up or down 
as the case may be. 

Qe Let me ask you one other question. Do you say 
that the competition that the Canadian rates should meet 
Should be that of the Amerivan rate? 

A. Of the class, yes. 

4. Would you say that that same standard would apply 
in judging the fairness of the grain rates? 


A. It would apply in any case where there is 
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competition with the American rates. There is no 
competition with the American grain rates. 

Q: And the grain rates on the Canadian railways 
which are competing with the American railways? 

A: On rates. --- 

Q: Just a moment. You say that the rates should 
be raised to the same level that the American retes are. 

A: No, this is in terms of competition. If 
the American rates are lower, if the American retes are 
téking away traffic, then it should go down to that 
level, yes; but the over-all criteria is in terms of 
the competition situation. When you have got competition, 
when you are trying to set a competitive level to which 
rates should be brought. 

Q: Why do you want to judge the basis upon which 
Vancouver people pay freight with respect to the level 
of American rates, when in your own case, concerning 
your own grain, you say that the American railway 
carries grain to the same market as you can. American 
west foes TO Duluth, does 1G not, and from Duluth 
through the lakes. 

A: Not very much. 

MR. SHEPARD: Not the same grain. 

MR. O'DONNELL: They carry grain to the same 
market as you compete in. 

A: Not very much. 

Q: At this particular moment you have in mind 
Che, Ushi COntract. 

A; No, I have in mind that American grain does 
MoU go to Britain. 

Q: The moment the U.K. contract goes end there 
is a free market in wheat, you are competing with 


American wheat are you not? 
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A: No, but the fundamental principle is some- 
thing quite different from that anyway. The question is 
to establish a bottom level below which competitive rates 
should not go. In that case, whatever the rail competition 
is, that is important, and that is the competition against 
which it has to be measured, whether LG, 2S°RPUCKB or 
water or American railways in some cases. 

Q: If the rail competition is in respect of 


trans-continental rates you are not in a position to 


A: No, what we are essuming is that somebody 
other than, the reilway should..look. at it. 

Q: According to the law somebody else is 
entitled to look at it now. 

Atal abnink so., 

Q: Then you have no recommend2tion to make 
concerning a change in the law? 

fe a NO Gon.’ yeni neyso. os, fan as a chance 
in the law is concerned. 

Q: Now, you wanted to say something cbout agreed 
chorges. Will. you please turn to Page 15 of 
Chapter IX. You say at the bottom of the second para- 
graph, or you indicate, that agreed charges were not 
increased. 

As .That is whet we were told,..yes. 
Who told you thet? 

Ree believe aa wes “no Mr. Jefferson's evidence. 

Q: Will you tell me where Mr. Jefferson said 
that? 

THE CHAIRMAN: Pardon me @ moment, what is the 
importance of agreed charges being increased? If they 


ere agreed upon they are fixed in the agreement are they 


not? .I.am speaking to.Mr.,.O'Donnell. 
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MR. O'DONNELL: Yes they are agreed upon for 
ie cerivot. Lie CoOnvract. Kor the term of the contract 
the charge is so much and cannot be increased while the 
SCrecticnt 16 10 fores. Most contracts provide for a 
GancveLlevion novice end they are nov infrequently re- 
newed. | 

MR. COVERT: Mr. Chairman, I may say we might 
eexecne peilways all about this, because they could 
easily have an agreement which would provide that in 
an agreed charge the rates would go up by percentage 
pnecressces the same as other raves. 

THE CHAIRMAN: Are there any such agreements? 

MR. O'DONNELL: There was one agreement I 
pemenver. Trom the McC 11 contract agreed charge, which 
we discussed in Winnipeg, as your Lordship will remember. 
Wour Lordship will) there rind that when the order was 
issued it provided that the agreed charge in that case 
should be increased by the 21% increase which had come 
Invo erhecy pending the time that that case was before 
the Board of Transport Commissioners for hearing. 

MR. CHAIRMAN: That is not Bee the point, 

Mr. Covert, because he says there is nothing to prevent 
you putting into your agreed charge agreements the 
provision that the rates provided for might be increased 
in certain contingencies which you might have. 

Pir Covent. Pci ake Mr. Che irmen, 28° a mavcer 
of fact perhaps they are doing that now. 

Mi O'DONNEEGS Theat Te sre ; 

THE CHAIRMAN: You are putting that in your 
agreements now? . | 

Mr. O' DONNE Gis Yes, IT have here an agreed charge 
regarding petroleum products made betwwen the Canadian 


Nationel Rrilway and the Shell Oil Company of Canada, 
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effective August 29, 1949, and under the conditions 

attaching to the agreed charge No. 7 reads: 
"The rates set out in Paragraph D of 
this agreement shall be subject to 
such increase as may be ordered by 
the Board of Transport Commissioners 
one thespending) applicatlion«forva 
general increase in freight rates, 
and .suchrincreascdsratvesteshall come 
into effect on the effective/o® the 
general increase so authorized." 

In cases where agreed charges were being negot- 
Latednwatter the increasecame, into, effeet, then L think 
the railways endeavoured to obtain the maximum amount 
Ehetnthey, couldn,andsithatuproviseswasstovbe, read into 
BHewcontractunenebnan PRerceywere’) an increase in rates 
Lien vnemaereed yeharce should. be) increased) 1¢cording ly. 

Hu WiGneoo tt Liebel SnexacLly 1 the spoinb,.. 81 14 
What has, been happening, with agreed charges, is, as 
we understand it, that they have been subject to the same 
increases which applied to the standard rates and not to 
the rates which applied to other competitive rates, the 


extra 15% and that sort of thing. We feel that the 


agreed charges are really competitive rates and special 
rates and should be handled like competitive rates 
rather than like a standard rate. 

MR. O'DONNELL: What inquiry did you make as 
to exactly what the position is with respect to agreed 
charges and the increases which have been provided for 
in them? 

A: Only the questions which we asked the railway 


witnesses in the 20% case. 
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LD) 


That is the only inquiry you made? 

Ae get tee Paieiy. 

Q: And you do not know anything about what is 
the position at the present time? 

Ar Other than what was in’ that discussion. 

THE CHAIRMAN: I suppose an egreed charge might 
De Made with & provisien Including contreccs to renother 
railway service. 

Ma. O DONNELLY “Yes, “and waver. 

THE CHAIRMAN: But another railway I head . : 

Derr culariy in minds 

MR. O'DONNELL: The agreed charge can only be 
put in with the consent of the’ other ratlweay as @ matter 
Clereactn sWhrerervancthner railway services, the points 
Coverca In one elec. charae, ule, ou mug., mave une 
consenu of the other railway. 

THE CHAIRMAN: | 0 see. 

MA. O DONNEBL: “The Bosra “wilt not cpprove it 
unless that can be shown. 

THE CHAIRMAN: Supposing it was an ecgreed charg 
from Winnipeg to Brandon, you must have the consent of 
Doge teers 7 

MR. O'DONNELL: That is my understanding, my Lord. 

THE CHAIRMAN: Then is the shipper eat liberty to 
ship on either line, or is he bound to the one line he makes 
the agreement with? 

MR. O'DONNELL: The one he makes the agreement with, 
but usually there are joint agreements here. 

THE CHAIRMAN: I beg your pardon, what is the 
meaning of saying that you must have the consent of the 


other railway? 


MR. O'DONNELL: Well, the Act says thot ony 


such charge shall require the approval of the Board 
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and goes on to say that when the transportation is by 
reil from or to a competitive point, the Boerd shell not 
approve it unless the two carriers by rail join in 
meking the agreed charge. 

THE CHAIRMAN: "Join in making the esreed 
charge" do they mean to the same person. 

MR. O'DONNELL: “° Joined) inothes contract, yes. 

THE CHAIRMAN: Then is that person fulfilling 
that contract with you if he ships by C.P.R¢2 

MR. SINCLAIR: My Lord, they are negotiated 
by the Canadian Freight Association and it is a. com- 
pinction of- all rallway lines: 

THE CHAIRMAN: I see, they are not to be 
negotiated by one railway. 

MR. O'DONNELL: But where they serve competitive 
points. 

MR. COVERT?) ‘Perhaps: I. should just say, 
Mr. Chairman, chan: my understanding! of) that is where it 
is between competitive points, ‘the stock price: wes between 
railways. 

MR. (FRAWLEY (ltvmey berdestirable to, clear wp 
Cite polmhethen. ticdn alishippemmimtverchange his traffic 
from the Canadian National to the Canadian Pacific, one 
week to the Canadian Pacific and one week to the Canadian 
National ? 

MR. O'DONNELL: Yes, between one railway or more 
they can move on any railways who are parties in that 
agreed "charge. 

MR. FRAWLEY: There should be some provision as 
to how they share the traffic. I think it is more than a 
passing point. 


MR. COVERT: I don't want to interrupt now, but 


ty ’ -_ 
7 Y 


heise cae-eh2 OF MpOtH nyse sh hy , 


f ‘ * - " 


a i 


ye | 

Pe: te ontdros soit oF Hantel sc2RMMOd.0) ae a 
Sats negiteg tat el wont rwAMh 

Qi yo eapietes ort: IE poy) Ae bw 


rey) 
7 ; : a 
ng ie ; ae : fon eat egy © . 
sHdetomen one qpedel <fbenk YM Ae FR = 
ale : i . a ’ , 


n 
1 


ames - ef OF Bye nein roodes: $i bored” thane: at 
hic AL : bate aod - 
rene ea Ein to nore ie 
a) mt i“ _ 
d jon see yond pose To. 26 BHT ARS: an nA = 
Vira , 
Nor i 


vewit tos sie vd ous tanger 


eel Pee ee = ea eal as bee i eae aD DRESS *. “ 
SUryYhioends: swies West sony’ Jae ch vain iene 6 Peet 


“vee teut bigorea aaa at Trae ara its 


+f cry Z Pov Qs °} Tele to ret hr) (cs = erigAinar Vat occ “e neve rot cam - 
, 
SwWISE -coW Ss ae: aS ork edad aves RRaRER erat ot om 


whe 


Bend Som 

Gi oslo 6) sidsbrics od ween dns rac Mee . hte Sele 
niitacdd ao exsfaonstat weqgide i aed). tert: antoa aida 
BHD i Nttioc #ArBegEn std >? Raho btem apibsasd acd morn’ 


Bibeaes s'> of itoew ons) Hae ornate een | baie en 
} ie . 
|B tenoase 


; Ale ey . ion Af ah 
SES y na : wr ae era ic Sw “f ‘ * ; J ; 
, 14) : 
wt: 
a a} 


¥ 
Sh-re of ’ a — 
Sand ME nehtexte ots 
* 


ake be fer : 5 Oe ri y ao 
1S HOLevosg sys vt 


Hedt socom ai 7) saide I 


POPeIHL OF Sh aal one 


- 9528 - Mr. PMOL fav or. Vex. 


we have been talking two and 2 half hours this morning 

end we shall be three days behind the agenda. Saskatchewan 
is waiting to go on and has been waiting since Monday. 

It seems to me there will be plenty of opportunity when 

the railway people go in the box to get all the informa- 
tion about agreed charges. We have 2 witness in the box 
who says he does not know these things. We could talk 
things over between counsel and I am wondering if that 

is the quickest way to do it. 

THE CHAIRMAN: Well, it seems to me some statement 
could be made by counsel thet would clear it up. There 
may be a better opportunity Mr. Covert but the trouble 
is that the Manitoba brief makes statements about these thing 

MASS COVERT: Yes. 

THE CHAIRMAN: These charges and what noc, end, 
is pretty hard to prevent Mr. O'Donnell questioning the 
Statements they Make in their briefs. 

MRS COVERT: Orem notes trying tole 

THE CHAIRMAN: I am quite aware, as you say, that 
there is a great deal of time thet might possibly have 
been spared for which counsel @re not to bleme. Have you 
anything else on that, Mr. O'Donnell? 

MR. O'DONNELL: I have just this one point. 
*«pparently Manitoba looked into the situation very care- 
fully when they made the broad statement they make in 
Bien CDi et.. 

THE CHAIRMAN: I think the Chapter comes down to 
Bhs, that/ is argued that once an agreed charge is put 
into efféct then that same charge should be made available 
to All shippers of: the sametype of soods. Is thet ‘not 
what you ask for, Mr. Moffat? 

THE WITNESS °Thet is ene"gdint “yes. 

MR. O'DONNELL: The Act is very clear cabout it. 
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THE CHAIRMAN: I know, but the thing is, whether 
the Act should be changed at all. 

MR. O'DONNELL: I have not any submission to m ke 
Woo tered cv should or should not. «I think i¢ ds6. clear dt 
gOGSs apply, tevenyone: whosisminterested. If it is not by 
Wey Of aprecdicheree itTisibyiway ofsfixed.cherce.. Any- 
one who is interested who did not join in the original 
agreement: may"opteain ayfixede charge. 

THE CHAIRMAN: May obtain what? 

Mi Oe DONNIE: | What ie knon es a fixed charge and 
Upbeat 1S provideditom in Ssectvon- “(Mot Sectiom 55).0f the 

Dransport Act, , 

MR. FRAWLEY: The Canadian National know all about 
fixed charges. 

MR. O'DONNELL: Yes, we have a number of fixed 
chargesi.. In any case anyone; who is interested in, coming 
ity wWhodid not come in. the orlg@inal agreement, can ger 
the sames terms and conditions and the same treatment. 

THE CHAIRMAN: Without being bound by any 
eonvract? 

MR. O'DONNELL: No, he has to assume the same 
obligation as the parties to the agreed charge have. 

THE CHAIRMAN: That is, he must act on hig contract 
OG Te porulonor it ieerced jupon ito the ae a 

MEY O{DONNELEY That) is \righe. 

THE CHAIRMAN: In order to get this fixed charge? 

MR. O'DONNELL: That is right. I am quite willing 

to remain 
to allow the rest of the matter on agreed charges/until 
the railways themselves appear. 

MR. COVERT: I think Mr. Moffat indicated that 
there was something else besides what your Lordship put. 

to him, amd I just wondered if we might hear thet. 
Vt tes fact thet whereas 
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they say these egreed rates can be made Avera Let tO 
everybody, Mr. Shepard told us the other day that really 
wheat they intend is that these agreed charges should be 
abolished. 

MR .SHEPARDss Nes ymy Lord. 

THE CHAIRMAN: That these provisions of the 
Transport Act should be removed. 

THE WITNESS: Yes, we have had considerable 
discussion among people ourselves since that subject 
Comew uplin: thatveform’s 

THE CHAIRMAN: You are giving this in your 
brief and you have given us reasons,’ and Mr. Shepard 
has given reasons why you think these agreed charge 
provisions should be eliminated from the Act. Now 
perhaps! the railways can telleus why they should: not 


be eliminated from the Act, why they should be reteined. 


(Page 9530 follows) 
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THE WITNESS: I wonder if I could say one thing. 
There was a comment from the side to the effect that I 
hadn"t gone as far as Mr. Shepard did, and I think we should 
get that clear in the record. 

THE CHAIRMAN: Q' We are interested in what the: 
Government of Manitoba wants. 

A. It wants that these things should be made 
available to the small shippers along the line you sugzested 
a few minutes ago, and secondly, in cases of an increase in 
rates, agreed charges should be handled in the same way 
competitive rates are handled, and it should be ------ f 

Q. Mr. Shepard said it would be better to abolish 
that. Meni ohevaraigaia, vives sf 

MR. SHEPARD: Mr. Moffat is saying the same thing 
P sald only nevis velivine reasons fom tex rhe sayeuthe 
Manitoba Government wants these rates made available to 
all people, and having made that statement the only way 
to do that is to abolish the agreed charges. 

THE CHAIRMAN: Q. You want these provisions in the 
Transport Act removed. 

hk “est 

MR. SHEPARD: Yes. 

THE CHAIRMAN: You want these provisadons struck out? 

MR. SHEPARD: LNesy 

MR. O'DONNELL: Q. Is not one of the provisions that 
it will only apply where a competitive rate won't take care 
OF *the “situation. 

Apes Thao ls one Provision Gin the Mop itr Mnlfadtsy 
that is being carried out exaétly 2=-o2- ? 

Qy™ Have JVOU, any doupt.that it is? 

Ao OES 4 
Q. On what do you base your doubt? 

A. 


The fact that a good many of these agreed charges 
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were only raised 21%. 

Oe. [ney Were raised up 15 and 209 

A. What about 84? 

Q. And some of them by 8%. 

THE CHAIRMAN: These agreed charges were put in the 
Statutes of 1938? 

MR. O'DONNELL: Yes, sir. 

Q. Previous to that was there anything equivalent 
tO That? 

A. MR. O'DONNELL: No, my lord, they were DUC ti 
the benefit of the railways and to help the railways to 
meet competition with the trucks. 

THE CHAIRMAN: It was to meet competition? 

MR. O'DONNELL: Yes, my lord. In volume 44 at 
page 8757 there is an obvious mistake in the transcript. 

THE CHAIRMAN: What about the printed page? 

MR. O'DONNELL: This is the transcript of evidence, 
my lord. 

"THE CHAIRMAN: I still think that something should 

be done about it, and that agreed charges should be 

abolished altogether." 

I think we all agree that that is what Mr. Moffat 
clelake gr 

THE WITNESS: The Chairman,said, "You still think". 
"I" should be changed to "You", 

THE COMMISSIONER: What was the answer? 

MR. O'DONNELL: "The suggestion is that they should 
be made subject to the same conditions as competitive rates: 

particularly, that they should be made available 

generally, rather than to be handled as a separate 
category." 

We will leave the agreed charges until we . present our 


own evidence, 


“98s Bre af we Beat A a ee wre | 
: ten em 


= ik 
i) oe 


hd 


oo rer ee a, pune ay hits oer \ eee i 
a erate t ie at ' od f i: a ts sg ei ‘Tt peat ae ie - 4 i Te oa ; 
iver — & ae ‘ - ' LS 
; ‘ nésorte RS 
wes “ | 
: PA gay oF bia its ay ae b ion & Me 


ST a 


0 igs soy oe 
i jot, ca 


i 
Hy 


- 9532 - Mr. Moffat, cr.ex. 


MRS O'DONNELL: Q. "Will you please go to Chapter 
X, Mr. Moffat, to page 34. 

THE CHAIRMAN; And the printed page is what para- 
graph? 

MR. O'DONNELL: The printed page would be about 126 
anal le / yony lord’ 

Q. There you were referring to Exhibit 326 in the 
21% case, which was an Exhibit prepared by you? 

ey “Pha ete -CcOPrree tv: 

Q@. And that Exhibit, I think we can agree, was very 
seriously questioned by the railways both as to the method 
you used and as to the results you obtained? 

A Yes, it was really questioned. 

Qo “EL Won't “cake “any time; my lord,” “in discussing 
it further with Mr. Moffat other than to say that the 21% 
case discussion will be found in Volume 799, page 18445 to 
18985. That is, so far as the Canadian National is con- 
verned seinen again, the argument in the 20% case will be 
found further in Volume 818 at page 47731. 

MR. SHEPARD: That is your argument. 

MR. O'DONNELL : Yes. 

THE COMMISSIONER: Q. What is the meaning of this 
statement, "In the light of the changed grain rates in 1946'9 
What changes of grain rate do you refer to? 

A.) Shere races ini Baster Canada. an increase of 
approximately 30%. 

MR. O*DONNEEL: ©: At the bottom of page 3 on the 
mimeographed copy, which is page 127 of the printed Cony, 
you point out: "Grain rates have been excluded from this 


calculation for the reasons already mentioned." 
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What answer did you get when you worked the problem out 
with the grain rates included? . 

A. Much lower than this. That doesn't prove a 
thing. If you are trying to make a calculation of the 
rates that are paid by people in two areas, the rates in 
Kastern Canada are paid almost entirely by the people in 
the West and by U.K. under the U.K.contract. They cer- 
tainly are not paid by Eastern Canada, and we would like 
to exclude all these types of rates, 

THE CHAIRMAN: @. When you say, "Eastern Canada", 
what do you mean? 

A, This is the division at Fort Williem. The bie 
bulk of the grain traffic coming to Montreal and other 
markets, the revenue from that sort of traffic in Fastern 
Canada is, by far, the bulk of the revenue from grain 
products in Eastern Canada and the increase on that 
rate structure is, we maintain, not equalizatiion of 
the freight rate policy in Eastern Canada and Western 
Canada. That burden does not fall on Eastern Canada. 

MR. O'DONNELL: Q. Your theory is that you would 
like to equalize everything except grain rates? 

A. We would like to equalize anything that affects 
an area. You will have to admit that there are a very 
large number of cases where the conditions are so dif- 
ferent. 

Q. Why don't you look at the entire picture of the 
traffic in each region as compared with all the traffic in 
the other region? 

A. The picture in that is profitability. The grain 


figures are not. 


Q. Why should not profitability be looked at by 
this Commission to see if there was a fair picture? 


A. We have a big section of profitability in the 
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East and West. ; 

Q. You agree that that should be looked into and 
examined? 

7 Fis Os ORs 

Q. That is on all rates? 

Keyes. 

Q@. And that takes in grain rates? 

You are running two ideas together. 

Q. What were the figures on which you worked the 
problem with the grain rates included in this computation? 

Ae LG Wit take a minute to look it up, [twas 
something about 2%, 2 or 3%. 3.2%. 

Q. You have worked it out starting with GAY yt 
Suppose? 

A Yes, 10 1s very easy to do from Apprendi x B. 

Q. You would have no objection to allowing anyone who 
might be interested in: verifying the manner in which the 
kcoputation was arrived at. 

A. No, the point is that those figures are of no use 
if what you are interested in is-the best estimate you can 
get of the rates that are being paid by the people in the two 
areas. 

Ce WELL Now, dad you lf ined on arriving at that com- 
putation that the grain rates were considerably lower than 
normal rates? 

A. This calculation has not anything to do with 
profitability. Grain rates are on the average lower than 
other rates, and so is the cost of handling it. 

Q. By how much lower in dollars per annum are the 
grain rates than the other traffic? 


A. It depends upon what other traffic you are looking 
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THE COMMISSIONER: I did not hear your question. 

MR. O'DONNELL: I was asking the witness if he could 
tell the Commission by how many dollars a year, for instance, 
the grain rates are below the normal; what would be normal 
if the grain rates were in as they are. 

A. You are asking me to define what is a normal rate? 

THE CHAIRMAN: Q; What would the ne that case? 

A. How would you figure as to what was normal? 

MR. O'DONNELL:: Q. Would the domestic grain rate be 
normal? 

As NO. 

Q. Why? 

A. Because it would turn a profit to the railways 
that would be fantastic if all the grain was moved at the 
Tevew or The domestic Paces: 

Qu 1d take 10, that as economic) advisor. to the 
Executive Council of the Government of Manitoba, you may 
have arrived at a figure by which the bulk of the covered 
grain shipments/if the grain rates were not in effect and 
normal rates were being paid on the grain? 

A. You could make a calculation if you knew what is 
normal, what is the normal rate. Once that problem is solved 
the mathematical problem is not too bad. 

Q. In the Alberta Wheat Pool, dated November 4, 1949, 
which is a bulletin issued by the Alberta Wheat Pool, Calgary, 
there is a chapter which, in part, reads: "Premier Campbell 
of Manitoba said last -eek that if grain rates are passed 
under the jurisdiction of the Board of Transport Commissioners 
increases were granted on the same basis as other shipments'? 

Ax’ Yes, 

Q. The result would be that . Prairie grain producers 


would have to discharge $30 million on grain shipments? 


ma © ine oe , Sy 
- +o B ¢ 
we 7 i. be a * tm. in ah Abeee ' : a a . pie 
4" Me Pa i . a aon 7 a ss 7» a 8 se ati 
3 f 4 — Sls, 3] oY ul ¥ " en FY : by 2 ny ote 


ayaites sdf ad thos 2 anue bavow 2e oauesadl a " Bhi 

oat ye hevan gaw abet ade fig PE obs age Nee ai chee fat 
‘saa ofd aomeb ant. 40 reek 

eii¢ ad xogtybs alwGnee a4 fags is ause BY # oe 
"ee HOY ,SdorpmeM 16 Iramaqeyed ett’ ke [Fond evhtunand 
consyen eda 4o Hivd sty daddy Yo ogpBia m op hey beta oved 
sag dogtis at goa etow aged asory day At "ed aematele atetg 


tntova oft ag Sfs0 antes otew setea tema 


Bt party Wet HOY tt pol¢eivalge & alee Bigeo pek Ah 
eeyige ak mafdeyg fat? soaS -ayse Eeeren pd at Casi , LeaRyor 
nad 90) fog af mvidend Eectdpmeddem’ eae 

peel # Sgr ef begat ,£e04 Pear Seat A one AL sf 
yesales, .ACel Fasdy aiqeomes get wei Dewar? abtaltod p st AO LAy 
flegewe® setasya iybsst ,deeq Be pookee Meoqane s BF REO 
26akG Sig Bagss Histe ak gang haul eat. Ripe sgogiasm Yo 
qanaigetae 3 deaqgaant ts Seeog ede 9 te detegebenrut She seb 
‘ednomilde asdte ge ebseg aags Sao By paz sete eeey ssugotont 
| | Oot +4 | 
eeosyooIs Ales eisiett Fant og iw stuns ag? 2. 
e7nemitde filets Ne ROkEEEM ne 1 ae a? eyed tuo 

fe) eee 


- 9536 Mr. Moffat, cr.ex. 


MR. FRAWLEY: I want to say with regard to my friend's 

discussion about the grain rate that this is before the 
and is 

Board/sub judice. 

MR. O'DONNELL: I will be glad to do whatever the 
Commission says I should do. 

THE CHAIRMAN: Q. I understand that the Premier of 
Manitoba made that statement in Alberta? 

A. df you are interested, I‘can give you the history 
of that. 

MR, O'DONNELL: Q. I merely ask Mr. Moffat if you 
can tell us anything about that computation. 
c ren esa eirrew! the Story. 

Q. Did you make the computation? 

Few Yes" 

Q. Is it accurate? 

A. The calculation is based on an exhibit of the 
C.P.R; if the C.P.R. submission is correct that is the 
Pure, MWe tare! novreoing to accept that figure; no. 

Q. That is the way it was done? 

Aye eves), 

THE CHAIRMAN: Q. Then the Premier of Manitoba merely 
had"in mindi-things said inthe ic fp Rr; brick? 

| A. Yes, that is right. 

MR. O'DONNELL: Q. Did you look at the footnote on 
page 188 jn the Maritimes' submission? 

AO. Yess, 

@. The last paragraph? 

BYES 

Q. What would you say as to the computation that Mr. 
Matheson made? 

A. The mathematics are all right if you accept that 


measure of what the normal rate would be. 
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THE CHAIRMAN: What measure? 

MR. FRAWLEY: The rate when the Crow's Nest Pass 
Agreement had been suspended by Parliament. 

MR. O'DONNELL: I might read the footnote. 

MR. SHEPARD: It is on the record; let us eet -on. 

MR. O'DONNELL: I might read it. 

THE CHAIRMAN: I read it before. 

Q. The measure,as Mr. Matheson says, is the rate 
that was in suspension on the Crow's Nest Pass? 

A. Yes, basically that is it. I wonder, Mr. 
O'Donnell, if I could interject here? That figure of 
3.2% included the grain rate. I have a note passed uv to 
me that that is based on the Eastern Canada tonnage only, 
but without that it would be 2.83 

Q. MR. O'DONNELL: Q. Turn to page ll, Chapter X, 
the printed page 132, my lord. You Say there in the first 
paragraph: ‘Having done this, the test of regional profit- 
ability may then properly be applied to the problem of 
determining just how much of the cost of operating the 
national transportation system any particular region should 
be called upon to pay." How do you reconcile that with your 
theory of equalization; what effect would be derived in 
breaking the country up into regions and sections when you 
are asking for equalization? 

A. It comes back to the point which we mentioned just 
briefly a moment ago . There are two kinds of rates involved. 
You have the rates for moving commodities where the nature 
of the traffic and operating costs and the various factors 
of that sort are reasonably contemplated throughout Canada as 
a whole. Class rates, rates for distribution out of cltiess 
rates for moving commodities to be moved in relatively small 
Shipments are about the same sort of traffic in at lrpartarcof 


the country. As to rates of that sort, we are asking that 
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they should be uniform across Canada as a whole. Then you 
have the other kind of traffic where it is just impossible 
to think of it being uniform across Canada. 

THE CHAIRMAN: Q. Can you tell us some of these? 

A. Yes, coal, for example. In Western Canada coal 
comes through the Prairies. In Eastern Canada it comes from 
across the border; traims are lined up and come over. It 
is, e,0ifferent, kind ofwtraffics There its. no possible way 
that you can make rates equal in the two areas. The grain 
traffic is another case. Our grain traffic in the west is 
completely different from the one in the east. 

Q. That is not what you told us about Brain. ~Drarric 
in the east; you say it is made up in the west? 

A. Yes, but it is western grain, but you are moving 
it in a different way. In the east you are picking t,.up 
at half a dozen big terminals and running it through harbours 
and unloading it again at big terminals. It is a different 
Binc- ot) trapric. although it, dis Grain, soul (60, far 28; .the 
eheracveristics ofethevprativc ts CONnCerned, AiG, La. quite 
different and there is no suggestion that these rates should 
be equalized. Secondly, the profitability aspect of the 
bhing must .come,.dinto i+ again as a measure of the overall 
effect that you will get if you equalize those types of 
traffic that move on relatively equal conditions, end if 
you put any rates on these other commodities which seem 
proper in the light of all the circumstances for these 
particular commodities, then someone after that is in effect 
must stand back and look at this. How much money are you going 
to get on that structure; how much is it going to cost. to 
provide that service? We say that, as far as Western Canada 
is concerned on this second measure, so long as the west pays 
its way and in return earns what is judged to be a reasonable 


profit and we were not asked to pay any more than what governs 
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the lines in other regions, we are satisfied. 

THE CHAIRMAN: Q. You are outlining the Proceture 
that you think the Board of Transport Commissioners should 
adopt? 

A. Yes, it is an attempt to consolidate these three 
chapters. | 

MR. O'DONNELL: @Q. Going to the next page of the 
mimeographed copy, page 133 of the printed brief, you. say 
there: "There is no good reason why freight payers in one 
region should be penalized by higher rates in order that un- 
favorable railway operations elsewhere be Off ser, Oneiee that 
not the kind of a trial that your theory has with regard to 
Unesequesi zavionuo1 paces? 

fe = NO* 

Q. Does not that consist of breaking up the country 
into sections despite the fact that the transcontinental roads 
are run aS a system and the whole system has to operate? 

A. It does to that extent require DMeaking Lo woe 

Q. How do you reconcile that theory with the task 
that the Government Council has drafted for the Board of 
Transport Commissioners under P.(Q, 1487; which is with a 
view to determining a fair and reasonable rate structure which 
will, under substantially similar circumstances and con- 
ditions be equal? 

A. Under similar circumstances and conditions they 
should be identical. 

Q. How does your theory reconcile itself with that 
theory? 

A. Just by what I said. Where there are substantially 
Similar circumstances the rates should be TAentreS? te Dut 
where you have such a large volume of traffic it cannot be 


handled that way. 
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Q@. In your theory you would divide the country 
into two sections, eaat and west? 

A.’ Yes, we would like to see it divided more. 

At the present time so long as the one division is made 
we think that can be done. I think that the objective 
Should be to keep things equalized on the profitability 
basis in these regions. 

THE CHAIRMAN: Q. Then you would level all Preach o 
rates that would be quite independent of the level of 
freight rates in Eastern Canada? 

A. Only on those commodities where the character 
of the traffic and the operating costs are different. 

On those commodities where the conditions are the same in 
each region, they should be the same. 

Q. Your Division will go to the entire length 
and have stock rates, and so on? 

A. We are asking that they be identical for the same 
rates and same conditions. On these other types of rates we 
Nave to Look at the profitability as the final result of the 
whole thing. 

MR. O'DONNELL: Q. You had a further refinement in 
British Columbia? 

A. Yes, we feel that B.C. should pay their way and 
we pay our way. We are not asking the ‘Board to do this. 

Q. Carrying your theory to its ultimate ends you 
Should ask the Board to do that? 

py LOW don"t carry your theory to an ultimate con- 
clusion. You have to take something that is practical; 
that may not be practical. 

@. Then Chapter XI, page 8, which is page 141 in the 
printed brier,you says "Our Suggestion is that your 
Commission should recommend that arrangements should be made 


whereby the Board can delegate its public hearing functions 
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on minor matters, either ‘to one member of the Board or 
to a senior member of its staff, with a provision that 
any decision reached on such a basis would be Subject 
to appeal to the full Board." Is not that virtually 
permitted by the Act at the present time? 

far A Leg f Eninie -So:. 

Q. You can sit with two of its members presiding 
and the Board can make such enquiries as you suggest? 

A. I think the authority is there, but I am not 
yoo «sure how often it ts used. 

Q@. You will agree that the Act has pretty broad 
provisions for that kind of thing and the Act itself 
need not be changed? 


edit hel aihay a acres 


EXAMINATION BY MR. COVERT 

Q. Now, Mr. Moffat, I will try to be as short as 
ft can, but there are a few things I would like to clear bien 
First, if you will turn to page 48; that is the last page 
in Chapter 2...) I-gjust. wanted: to: clear up ------ 

THE CHAIRMAN: Is that page 48? 

MR.o COVERT: Yes,imy. lord», pare 43. 

Q. I wanted to find out and clear definitely for the 
record whether by reasoning it as a nationalinstrument that 
you would mean that it included industry and freight rates on 
their products, and I understand the answer is nos 

ne Thess 

Q. And the same should apply to all freight rates on 
depressive regions? ; 

A. The answer is"no", 

Q. I understand you to say that to use it as a 
national instrument is to prevent inequality? 

A. Yes, sir, to brine about. as far’ as possible 


equality; not simply the prevention of INentelaty but a 
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iittle more positive by bringing about equality. 

THE CHAIRMAN: To prevent inequality? 

MAT COVERT Yes, “mye lord. H 

Q. Then, Mr. Moffat, would you turn to page 58 
of the printed brief? I am sorry. There was one question 
on page 56. That is Chapter II and I think it around page 
12, which is page 56 of the printed brief. It is right in 
the middle of the printed page: "For this reason we feel 
that your Commission should recommend that in any revised 
Railway Act there should be a clause which gives to the 
Dominion Government the responsibility and the authority 
to disallow or to vary any order of the Board." I am 
not going to get into any discussion, but I just want to 
know if there is any similar provision in the Public 
Utiioles Acrrofiani toba: 

Ae @ Tudom't: know; I will have to look, that up. 

THE COMMISSIONER: You are referring to Section 52, 
Subsection 1? 

ME. COVERT: It may be there, my lord. I wanted 
to find out whether or not in’ the Public Utilities Act of 
Manitoba there was Be Sane ate provision whereby the Govern- 
ment Council could overrule any position. 

MR. CHAIRMAN: Q. Is there anything there, Mr.Moffat? 

nae don iknow; iwitishavent ovlools ib awl. 

MR. COVERT: Q. dust one little question on page 
58, on the question of whether the Board has been freed 
from the restrictions of previous decisions. You have not 
undertaken to have any examination made of the decisions 
and show the line of principles or a decision that you 
think should be voided or discarded? 

A. No, I certainly haven't and I don't believe our 
Counsel has either’, 


Q. On page 59, that is Chapter III, and towards the 
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bottom; "The view of the Government of Manitoba is 
that since one of the fundamental facts underlying this 
whole problem igs that the people of Canada must pay for 
this transportation service, it follows that the people 
of Canada as a whole have a right and a duty to insist 
that the standard of service which is provided is 
Sea LOr yi iy ft ands raised a point the other da y 
that there would be different standards Of service in 
different territories, 
Ftp ed 
ete aL wondered, berhaps, if you were thinking of 
physical standards Of service or whether you would 
recognize it because it Was a different standard Oi 
Service and since the responsibility was to place 5 
directly in the hands of the Bel Cy that At Should be a 
different standard. 
A. No, there ig no Suggestion in here that the 
Board should Cry. to bring about an equal standard of trans- 
portation service in different provinces or in the 
different parts of the country but the complaint is that 
the Board should have what it always has, the power to Bow 
minimum Safety tests and in the other cases in conside 
ing an increase they should not automatically accept the 
Standard that is prepared for them, and automatically Carry 
out a calculation to give out the rate. 
Q. Will you turn to page 63, which is Chapter ITI. 
At the bottom of the Eee Pee Sedna tsa u eye ial Sea 
tinuous attention to this matter and that in 
considering the level of freight rates to be 
established, it Should take into consideration 
the Possibility thet further improvements aba 
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I think you will recognize that if that were carried 
out literally that the Board would have a tremendous 
staff. 

A. There is no idea of a tremendous staff in- 
volved here at all. It is what the present staff might 
hendle. “iv might call for the Ineresse or one or “two 
engineers. 

Q. It does seem to me from what you say there 
one might assume that you were suggesting that the Board 
might, perhaps, be telling railways, "here is something 
new in the way of operating technique that we want you to 
UM? Into erteet. .\You.do not mean’ that at ali? 

te VO 

Q@. And I suppose that the staff you have con- 
templated, ‘you say one or two extra. 

A. Yes, we have discussed to some extent in the 
final chapter the question of a staff, and made the 
Suggestion that the present staff of the Board itself, 
including the Commissioners and their senior technical 
men, might be strengthened somewhat, but in the case of a 
major problem they should have a contract for outside con- 
Sultants for a particular problem rather than try to 


build up a big staff on a permanent -basis.. 


(Page 9550 follows) 
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THE CHAIRMAN: Wouldn't they be pretty busy just the 
Same with all you suggest? 

MR. COVERT: Mr. Chairman, I was wondering if I might 
clear it up with this one question. It seems to me that in 
the broad wording used in many pages of the Manitoba brief 
that it is possible to get an entirely ditter noea Tne 
what they have in mind. I want to PUL 10 this way to Mr. 
Moffat if I may. What you have in mind generally throughout 
the whole brief, perhaps, is the position that the Board of 
Transport Commissioners is perhaps - or I should say suffers 
during rate cases. You say they have no experts to advise them. 
Is that what you mean? 

A. Particularly on the financial and economic aspect 
Of Ac. 

THE CHAIRMAN: That word "economic" is a very big word 
you know. 

Ae) YOO; it is a Die word. “It covers 3 broad Preia; (pupa 

applieswhere, in our view, the Board in the past has not 

taken into account to a sufficient extent factors other than 
engineering and actual operation of the railway. They have not 
had a strong enough financial staff on the financial Side and 
on the side which deals with any other such matters as prospects 
for volume of business, scope for further increases in prices 
enorcunings. of that sort. 

Q. Who knows anything about further increases in prices? 

A. Well, no one knows anything about it, but still, in 
making a decision Someone has to guess, if you like the term. 

2. And that they should fix freight rates having in mind 
possible increases in price? 

A. No, not possible. “Not in that sense, but still when 
they come to set a level of rates, they have to reach some 
judgment as to whether it is likely that the present volume of 


traffic will continue, that wages will stay at their present 
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level, or will come down, that the price of coal and 
ties wil stay where it is - nobody knows the answer. 

Q. Who could enlighten them on what is going 
to happen in six months or a year? 

A. Well, no particular person can. No one person 
can, but still they have to have someway of getting the 
best information, the best estimation, the best guesses 
that are available. The business man always has to go 
on that kind of information. 

Mis .ODONNELL: » 2 just point out this, My Lord, 
that the adjustments that the railways made depended 
not on what the future prices were, but were made on the 
facts; figures: and costs that. had! ocurred sas iatmthe date 
of the givenincrease which was asked for. 

THE CHAIRMAN: I am afraid I may raise another storm 
here, but you do use language, Mr. Moffat, that does give 


env economaa start "and 


rise’ to these things: You say 
so° on! 

Ay. Not necessarily: avbligeo¢ staff, but! certainly 
they have to take those kind of things into considera- 
LOM! 

ae BUDA Srarmereie enougnitphat) 2s foine’ tot know 
what is going to happen in the way of future prices and 
SO Ong 

A. Not to know; they couldn's know. 

oo That 1 sy what! you) said? 

Ae OND, to. kKnowrthe. best) information) that ig avail- 
able as tovwhatiisrilikely to, happens thatiis, as‘far as you 
cCamigonimidaiie tit Petia. 

MR. SHEPARD: Perhaps I might just say a word 
following: what) Mr. O'Donnelinsaid.) In theorate: cases 
the railways themselves, and I would think any business 


almost that existed, made some kind of a business fore- 


cast, and in the rate cases, they were forecasting their 
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anticipated revenues and expenses for the years.in 
which the rates were being faxed, nd © think that 16 
what Mr. Moffat has in mind. It is not Operating an 
Ouija board into the far future; it is the matter of 
doing what is done in most businesses, to try and do 

an independent "guesstimation", if you want to call it 
on forecastingbusiness during the current fiscal period. 

THE CHAIRMAN: Then you would have the Board do that 
by the assistance of experts? They would call in a 
consultant? 

ALIS YVS So 

Q. Where would they find them? 

A. To a very substantial extent I should think 
in the other departments of government. 

MR. COVERT: Now, Mr. Moffat, would you turn to 
page 64 of the printed brief. There is just one question 
on this. CN-CP question. I just wanted to make it clear. 
My understanding is that you do recognize that there would 
be grave difficulties sin the suggestion Baar mena nc pee 
Commisioners in a rate case would have to have the rail- 
ways come in and say; "Now, show us what you have done" 
and put the burden on them. You recognize the difficulties 
there? 

AL “Yesyr) Savdqinerep iy gil tehinklitodne sof the 
Commissioners, that we did not consider this particular 
paragraph to be very satisfactory, but it was an attempt 
to understand what looked like a very unsatisfactory 
answer to a very tough problem, and we thought», was 
an Improvement.to the Board of Transport Commissioners, 
an improvement over the present arrangement which calls 
for the report to go to Parliament or®to a> committee of 


Pariiament. “It is*cercainiy not: perfect by any means. 
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2. And it would mean tremendous/in a review case 
wouldn't 41¢9 

A. If they were to do a complete job in the middle 
of a review case, it would be impossible. They could not 
do it, but if there is someone on the Board's staff keeping 
an eye on the thing from time to time, and keeping reasonably 
close to the developments, then the Board could pay some 
attention to ++, at least, and not ignore it eivirely: in 
a review case. 

Q. What you really suggest now perhaps, is that the 
Board of Transport Commissioners Should sort of be a watch 
dog over this, having the railways reporting to them what 
is taking place, and keeping an eye on it. Ber Gio 4 8 

A. Yes, I think the last sentence of the Submission 
summarizes precisely the same thing that you have Said, 

"The effect of this legislation would be that 

in future rate cases the Board of Transport Commissioners 
will be able to take into account any evidence which is 
available with respect to co-operation between the two 
railway systems and the possible savings which might 
result therefrom." 

Q. You don't mean that to hold up a decision? 

A No. 

Q. Now, just one Question on this chapter of 
yours dealing with rates because it arose out of the 
evidence. I believe it was puL LO you tna possibly the 
provinces should be represented during wage negotiations 
and I think you said you did not know what Manitoba would 
do, but, I want’ to PUL Ia to “von that “net might raise 
severe conflictions. Take from the point of view of the 
railway employee, cvery province might want to be 
represented; there would ‘be a question even of fixing a 


date which would be agreeable to representatives? 
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A. Yes, we noted that same point when looking 
back through the transcript. There was no Sugcestion 
indicated - I believe that it was Commissioner Angus 
who raised the question but I did not intend to Suggest 
that the Provincial governments or that any outsiders 
should take part in actual negotiations, but it does 
Seem reasonable that if they have any views to express 
that woulda eel evant they should be able to express them. 

I had no intention of suggesting that the provinces should 
be represented when the railways are talking to the unions 
Or anythingemof that sort! 

2. In other words, the unions should not have to 
negotiate with anyone else but their employers? 

Aw, Not 

2. Now, in chapter IV, page 69 (it is in the long 
paragraph near the bottom of the printed copy, page 2 in 
the mimeographed one) you Suggest that even if the corporate 
structure and capital charges of the Canadian National 
Railway should be reorganized it would still be Impossible 
to use the Canadian National as a yard stick because of 
its uneconomic lines? 

A. Yes, and for the other reason that is given 
in the next paragraph. 

Q. I just wanted to find out if Manitoba did have 
any recommendation with respect to this matter as to 
treatment of these uneconomical lines? 

A. No, in fact we have devoted our attention 
almost exclusively to the CPR throughout this whole 
thing, and we have not anything concrete to suggest 
about the Canadian National. 


Q. It is Manitoba's belief that the Canadian 


Pacific Railway must always be the yardstick? 
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A. For the answer that is given here. Still a 

third reason summarized that.: 
"Unless the level of Canadian freight rates 
is high enough that the CPR has a reasonable 
Opportunity to earn a satisfactory return 
if LOUGraved et riclently, 1% Senne en ey 
itself as a privately owned enterprise.” 

Then we go on: 
" On the other hand, if the level of the 
CPR earnings should be too high, we think that 
that will inevitably lead to demands for further 
control and probable internationalization, so 
as long as the CPR is going to be maintained as 
@ private enterprise, it must be the primary 
yardstick." 

Q@. Now then, going to Rail and Non-Rail on pages 
(OC ond (ia vyeou ii taCu say Tat In Coe pai care gory 
should be included al activities which are an integral 
bers of the jyvailway transportation Activities of the 
country, and I suggest that perhaps that does not help 
the commission and I wanted to know if Manitoba had 
considered each oategory .or this and if they had any 
reasons why each category should or should not go into 
Wel. pOeenon—raa Ll, 

A. You mean the particular group of assets? 

Q. Yes, for example express and telegraph. 

Awe Well, the ssuecestion here 18 ..0nav, express 
and telegraph and water transport facilities which are 
direct links between rail facilities (that would be the 
Vancouver to Victoria boat, and the Digby to St. John 
Boat) should.be.in rail. Then there are a couple of other 


cases meintioned that should be excluded. 
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2. What I wanted to find out, was, if you had 
any reason in the case of telegraphs, why you say they 
ere ean Anvegral part of ene railway activities? 
va A. Well, a group of reasons. They are operated 
right on railway property, used very largely by the 
railways in connection with the handling of their own 
traffic, and such a substantial part of their activities 
is integrated in that way, that any attempt to exclude 
them would involve you in a series of almost- I was eoing 
to say “artificial” (it is hardly artificial) accounting 
arbitraries to get them out of the calculations. They 
ave Oi irerent, or course, in the present *seu-un. 

Q@. You see, take for instance dealing with hotels, 
I think you say "a careful and comprehensive study would 
be required to reach 4 final decision on’ such 4 conbtful 
enterprise’ as CPR hotels.” “What 18° the basis you use 
there; (Or Haye: you 2one. into’ that? 

Aw We have not gone carefully into’ any of (that as 
a matter of fact. We have looked at the revenue and the 
profit from then, but the fundamental broposweien that 
whatever is done, they should both be handled the same way, 
and I think it is fair to say that even the doubtful 
ones in the last few years would not make a terribly 
important difference on the level of freight rates, whether 
Dicey Were Nh Or lout. 

Q. f suppose you must look at it) from: the) Long 
term point of view and there must be sound reasons for 
putting one in one place and the other another place? 

Bae eGe 

Q. What I was wanting to find out was whether 
Manitoba had any help to offer. They suggested some 
study. For instance, if the railway owned a motor bus 


and truck company, should 2G, be rail or’ not? 
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Pa hae Mr. Moffat 
nm «Well. there. ia an argument on either side. 
I don't think we should take too much time to get into 
ib, bUL there is One aes merit in the other argument 
that these enterprises were soaghttout of railway earnings 
over a period of yoars, and that in the Lion Ot that, they 
should all be taken in. 

2. But Manitoba does not advocate that. 

A. No, we are not advocating that. 

2 What I wanted to fina out was the reasons why 
they would place any of these things in either the red t 
Or non-rail category. For instance, if you have considered 
any Specific reasons in the cage Of stock yams anc grain 
elevators? 

A. No, we think it should be an integral part. 

COMMISSIONER INNIS: Before you leave the yardstick 
Mr. Covert, do you think it is fair to the Canadian 
Pacitic Railway, to make it the yardstick? 

A. I don't know about the word "Fain? I think 
it is the only one that could work. 

we Aren't you exposing them to all the obloquy 
which centres around it? 

Ay, Yes. and you are forcing them to take the 
Initiative on things on which Somebody else might have 
been expected to take the initiative, but in practise 
there is not very much else you can do. 

COMMISSIONER ANGUS: Have you considered it might 
work the other way, and that the Shippers might say 
"The Canadian Pacific Railway is the yardstick. Give it 
the volume and keep down the raves. '2 

A. No, I have not considered that .«nd don't? know 
whether that is very important or not. I think the chances 
ea es Opposite direction to some extent for the reasons 


that Professor: Innis pointed out. 
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MR. COVERT: Now then, at the bottom of page 71 
there was one point where you said: 

"Either your commission should undertake Los 
own study, or recommend that the Board should 
undertake a study of the possible advantages 
which might result from a consolidation of the 
various corporate entities which own sections of 
rail lines which are operated as part of the 
Cras” 

THE CHAIRMAN: Whereabouts on the page are you 
reading from? 

Ms COVERGse 7%, uMr.oGhalpman: 

THE CHAIRMAN: Where? 

MR. COVERT: 71 at the bottom of the page, the last 
paragraph. I wanted to know if Manitoba felt there was 
any advantage to a corporate consolidation of these 
enterprises as opposed to a completion of a consolidated 
statement. 

A. As in so many cases of this kind, we have not 
been able to make a very thorough study of that problem. 
We are of the view, that the results would not be very 
great, that the savings would not be there. But as there 
are a few cases where certain obligations have been taken 
on on a perpetual basis, things of that sort probably 
Should be limited when the opportunity affords itseLf. 

I put it approximately in those terms. 

Y. Now, I will take you to page 80. That is 
Chapter V, page 7 on the memeographed one. 

THE CHAIRMAN: "Recommendations" ? 

| MR. COVERT: Just before that, at the top of the 
page right under» for hocomotives) freight.cars, and 
passenger cars", now, you suggest there that the only 


means set aside as depreciation has been such that if 
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continued year by year the amount which would be 


accumulated would be far in excess of the total 


cost of the equipment and you go on vo Saver te 26 
is too large and "in effect, the users of the 
Service will be called upon to pay thé full cost 
of the assets and ey substantial sum in 
addition”. Now, I just wanted to ask you if this 
would not also be true of a straight-line basis 

if the service life is substantially underestimated? 

A. Oh yes. 

Q: So long as you use the group basis? 

Ay 150 [ons ad you use the group basis 
you will have that problem, but you can get much 
better information upon the aprroximate life in 
years than anything you can do on a mileage basis. 
That padntis made a little further over in the 
chapter. 

Q: And do you know whether or not the 
Situation is today on a group basis? Is there a 
Suggestion that it is more than depreciated even 
if they operate on a straight-line basis? Do you 
know how the railway itself handles this? They 
do it on a group basis and your suggestion is, I 
understand, that they may depreciate past the full 
Life? 

A: Yes, they will do that always on a group 
basis. That always happened. Some fall out short 
and some fall out long and it is relevant to the subject. 
If you take an average you always have some less and 
some more than that. 

THE CHAIRMAN: What would be an alternative to 
that? 


MR. COVERT: If you put it on a straight-line 
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basis what would you do about that? 

A: That would not necessarily effect whevher 
it was a group basis. 

THE CHAIRMAN: What do you mean then as beng 
opposed to a group basis? 

As We are not stating anything there? 

Mantis a matter of, definition? 

fr AS a matter of definition it could be done 
by taking each asset. We are not recommending tnav. 
That would be a big calculating job. 

QA: You are not suggesting that? 

Awa No. pelhere..is. another aliernative which 
would be to take all the locomotives which are 
Started in one year and handle them as a group. 

You could get various possibilities out of the 
thing bub.in any .ofpthem.as.soon as you are .on : 
group basis this problem does arise that Mr. Covert 
mentioned. 

MRw-COVERT: Now, Mr. Moffatt,’ on the guestion 
of the user method and the straight-line method, 
Iuwanted to-find-outy,-dosyou,think»the. Board .should 
be left free to put in the user method, to insist 
or allow? 

A: We are certainly not asking to have enything 
put in the statute. We are not suggesting in any way 
that they should put a provision in the Railway Act 
that it must be straight-line. On the other hand 
we would like to have a recommendation from your 
Commission that under present conditions you think it 
should be straight-line? 

Y: Under present conditions? 

Yes: 


Well now, I just want to make sure. is that 
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not one of the things that you said the other Gay » 
that the Dominion Government should be doing from 
time to time? 

A: We suggested that they should have the 
right to instruct the Board. 

Q: "Not only the’ right: you talk of what 
their duty is. You say they cannot escape from the 
obligation? 

A: From the obligation to take the respon- 
sibility yes. 

33 You said the Act should be so worded that 
there would be alternatives offered to the Boar: 
but that the Dominion Government should on each 
occasion say - 

he (Ll am sorry, sir, we did’ not mean: to saz 
they should on each occasion do it; we said we 
thought they should have the responsibility. 

9; The responsibility for what - for what 
the Board does? 

As; Yes, but that does not necessarily carry 
with it that they should direct them what to co. 

Q: How could they be responsible for what some 
independent body does any more than they are respon- 
sible for what the judges do? 

A: Yes, it seems to me they could be; they 
would be responsible. 

Y: I think your brief does say some place 
that there should be alternatives offered and that the 
Dominion Government should instruct the Board which 
alternative they are to pursue on a given occasion? 

A: "It says they may have the right to instruct. 

\: Wi know; Duties eethey do not exercise the right 


they are responsible? 
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Mee Se Ont. 

Q: Then, if they are responsible they must 
act on their peril, they must either instruct the 
Board Gr not instruct it? 

we) Lhe. Peay Ppue:. 

Q: They would have to be watching the pro- 
ceedings of the Board all the time? 

Fy oY Oca lyr Cink BO 

MR. COVERT: I think what the chairman has 
in mind is, in your evidence at page 8503 you said: 

"THE CHAIRMAN; You think that is 
Savisrectory do you? 

i tare wl WOuld nob Want) To speal 

as to whether it 18 satisfactory or 
NOU PYOMn a eee pony of view. The 
policy as conceded in the brief and 

by myself is to advocate that the policy 
ought to be decided on behalf of the 
Government. 

Q: You think the Dominion Government 
should have the responsibility and 

the aucvhnorivy to disellow and to 

vary any order of ithe Board? 

A: Yes - ‘Furthermore, in cases 

where the Railway Act has laid down 
only the general lines of policy, the 
result will inevitably be that in many 
situations there will be several 


alternative policies...'" 


I think you are reading from the brief? 
A: Yes. 
Q@: "In. situations such as these we feel 


that it should be made clear that the 
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Dominion Government HAs the authority to 
designate which of those alternative 
policies is to be applied (that is 
the authority) we feel that the 
Dominion Government should have the 
power and the responsibility to take 
such actions -, ' 

and I think the Chairman's idea is if they have 

the responsibility they should be continually 
Supervising and directing if it is their respon- 
SLOT LI Gy. 

THE CHAIRMAN: Yes. 

MR. COVERT: Now, I think we have about seven 
minutes. I would like to finish before lunch “f we 
can, Mr. Chairman. Now, would you turn to Chapter VIII 
(that is on Page 108 Mr. Chairman) - that is Chapter VIII 
Page 5 of your brief: 

"We would, therefore, suggest that your 
Commission should very carefully examine 
the rates of taper which are now embodied 
in the different Canadian rate structures." 

I simply want to know if you feel that this should 
not follow from the general freight rate faa seen 
now being conducted by the Board of Transport Commissioners? 

A: That is a question of who has the best. staff 
to some extent. At the time when this was written the 
thought was that this Commission would have a staff 
that would be dealing with that sort of a problem and 
it seemed to us that a commission which is more or less 
unfettered,if you like it, past . committments and 
past decisions would be a preferable body to lay down 
the general line to be followed in this case of rates of 


taper and that in order to lay down those general lines, 
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it would require a2 considerable amount of study 
Dy your geet. 

me “Wilt you turn to Pare lily Mr. Moffat, 
and that 16 at the top of the page’ and 1 “is in 
connection with the horizontal increase. I want 
to find out if Manitoba thinks that the statute 
Should provide something specific about horizontal 
Ineveases. "My Understanding As you do not say tnat 
there should not be percentage increases; what you 
sey is that they should nov be straight percentage 
‘increases right across the Board? 

A:° All the time. 

9: Do you think the statute should say 
something about that? 

A: No, this is a case where it seems to us 
that the statute should not” restrict the policy 
which is to be adopted in any way. 

THE CHAIRMAN: “hat is’ ‘that horizontal 
increases should be allowed? 

hs Yes, or, tnat. tne alvernative: should. aise 
be allowed and that it should be left open under 
the Act Dut Chis is “a "Case where Tt tilent be. very 
Gesipreple to lave a directive from the Govertinent 
upon occasion. 

Q: You mean the Government might say ‘Now this 
year you are using horizontal increases and the next 
year you will go back on that and use some other kind. '"? 

A: I think that is very desirable in this particular 
case because in this particular case if - + - 

Q: I wish somebody would tell me where the Government 
is going to get the time and the ability to do these things. 


Could you answer that? 
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A: I don't know where they get the time and 
ability; they do have to deal with these big most 
important problems of economic policy. 

Ge DUG this 18 2 matter, you say; of horizontal 


increases? 


2: That the Act should keep on allowing them if 
they are judged advisable, but instead of the Board it 
is the Government who are to say whether from time 
to time they are to be advisable. That is what you say. 
In other words, the Act is being administered in this 
respect by the Government and not by the Board? 

Bes Well, vine alvermative We tO pup Ti oin the 
statute and I think 1t 1s undesirable to put it in 
any statute that they must sometimes use horizontal 
increasee and sometimes use a straight increase of 
so’ much per ton. 

Q: You see, Mr. Covert, Mr. Shepard has told 
us that he intends to talk to us again about theze 
things. That is what you said the other day is it 
not? You said you were going back to Manitoba? 

MR poEPARD* Nes, thateis8 (correct « 

THE CHAIRMAN: We must oan mistake the importance 
Chel you soo Thi ste nor the time tomake a disposition 
on the subject but you know that away back fifty odd 
years ago it was determined that the Government of Cénada 
was not equipped to do this kind of work, that the time 
had come to make a change. Now, if that was the case so 
long ago, having regard to the circumstances that surround 
the Government today, how can you say without very very 
strong proof to the contrary that we should go back now 
and have the Government do these things which it was held 


in 1897 they were really not qualified to do and the 
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reasons were given. The reasons given were these: 
“The Government has a dual function - 
political and administrative. 
(2) There is no continuity of tenure. 
(3) There is lack of technical training 
for the work (I am sure of that). 
(4) The lack of migratory organization 
renders it impossible to deal 
effectively with smaller complaints. 
(5) The distance to be travelled by the 
complainants makes the expense great." 
Governments change, Ministers change, and you nave’ as a 
condition ! now a statute which creates a Board and 
gives it all the powers of a court of record. I¢ makes 
its members independent of Government interference by 
putting them in the same position as judges. They cannot 
be removed except by address of the Senate and the House 
of Commons. Everything is done to make them an in- 
the goverement 
dependent Board ,to disassociate/from their administration 
of the Railway Act. It would take a very strong case to 
Show us today why all that should be gone back upon, 
that the Government should again be made today what it was 
during the ineffectual days of the last decace of the last 
century. But that is what Manitoba is asking for, you see. 
MR. SHEPARD: I do not want at this stage to Loy tO 
express my personal interpretation as indicated in that 
brief but I am glad that this matter has come up this morning 
So that we can discuss it with the Government when we are 
back there later this week. 
THE CHAIRMAN: I do not say the position is 
impossible of achievement. Perhaps you can show me where 
the Governments are better equipped today than they were 


in the last century to do this, that this Board should be 
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manipulated in a way that would make it a pure 
function of Government. 

MR. SHEPARD: I do know the intention of the 
brief is not to go back as far as Your Lordsnip is 
now suggesting but as I say I do not want to embark 
Upon. a Ciscussion . 

THE CHAIRMAN: You will have to read not 
only the brief but the evidence given by Mr. Moffat 
coe Other iday, TT mast say the thing is impossible. 
If anything is possible I would like to know about it 
and it would take a very strong case so far as I 
am concerned anyhow to ask us to go back to a state 
of affairs which was found so unsatisfactory more 
than half a century ago. 

COMMISSIONER INNIS: The feeling running 
tnrough your whole brief is it not: is that the 
railways have become too powerful to be controlled 
by a single Board? 

MR, SHEPARD: I think I might put it this 
way, that the railways have become such a large factor 
in our national economy that they must be controlled by 
the Government of the day to some extent. 

COMMISSIONER INNIS: And that is why you are 
appealing for some sort of solution other than the 
present? 


MR. SHEPARD: Yes. 


The Commission adjourned at 1:03 p.m. 


to meet again at 2:45 p.m. 


(Page 9570 follows) 
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AFTERNOON SESSION 
Tuesday, November 22, 1949. 


Ri BE. MOFPAT, recalled: 
EXAMINATION RESUMED BY MR. COVERT: 


Of oMr o Moriat, would you turnto Chepter Ix, 

which is Page 114 of the printed brief, where you say: 
"It is not good enough simply to take 
the position that) the rate) structure 
has always had elements of discrimination 
and that those discriminations should be 
continued until someone proves that 
they should be removed. our Submission 
1s that each discriminatory feavure 
should be examined in the light of 
present circumstances", 

and that there should be an examination by the Board 

to eliminate disoriminations. 

Fase ES 

OO. iNow, Lo supodse (that an effect’, ine 
Statutory manner, might be quite difficult. 

bey Be kere 

Q: It seems to me that what you are really 
Seying is that the B.T.C. has nov acted enough on ipa! 
own initiative. 

Ay " Yes) that is correct, and i think that this 
sort of complete review that is suggested here might be 
a fairly big job once over, and then once having done it 
it would not be ae great deal of additional work beyond 
what, is aaa but it might be in the nature of 
& treneral investigation almost with a fairly complete job 
being done in the first instance. 


Q: Now, the usual practice in most countries is 
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the practice that is followed here, that changes are 
made by way of complaint, and occasionally I think it 
as Deen Gone Mere in this country . 

A: Oh yes. 

a7 Pine Board “on its “own inivietive 

THE CHAIRMAN: The brief says we should recommend 
to the Board that they maintain a constant review of the 
discriminatory features. 

Ate “Ves. “lL -mean thet in the first tnstonce 
thay would be a’ fairiy big job of a Bencral review, but 
once having done that then the sort of review thet would 
be involved would not be nearly as big a job year by year 
or month by month. 

C2 reneerher words, can. L put Threnis way. 

You say that if there is a general freight rate investi- 
gation everything is pretty well fixed up and from then 
on they could keep a fairly constant watch on 2ll rates. 

A: And particularly competitive retes. 

THE CHAIRMAN: Particularly what? 

A; ‘The competitive rates. 

Q* When you ask us to make a recommendation to 
the Board, you see, you are on delicate ground there so 
you ought to be specific in what you ask us to recommend 
to the Board. In the brief you simply throw things at us 
and say to us "recommend something to the Board". Do you 
ask us to recommend to the Board that they maintain a 
constant review of the discriminatory elements so that 
each will be eliminated. That is what you ask us to do. 

ae oes 

Qe" Do you mean that? 

Des eo. 

MA. COVERT? “aiid vpeke 10 Mr. Mofict vou “are 


not satisfied with the method whereby changes may be 
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brought about by complaint, because what you say 18 thet 
those are mostly cases of unjust discrimination. 

A: We are not satisfied with a situation which 
leaves the’ matter to complaint to the extent it has been 
left in the past. We think there should be some more 
initiative taken on behalf of the Board without waiting 
LOD, COMD.Lal nts . 

Q: And I suppose that that again depends on the 
perticular Board in existence from: time ’to time, or largely 
depends on the personnel of the Board. 

a. re WOU, GO. a large extens, veox” ot. don't 
think it would necessarily determine the whole thing, but 
the personnel of the Board would have a considerable amount 
CO dO wren Wt yes. 

2 | NOW inere Ts one polnton that’ same “pare, 
at the bottom of Page 114 where you deal with the large 
accumulation of sub-standard "competitive’ rates, and 
CheresdsLone- point To wanted: torelear up on) chev. “Is it 
your suggestion that even if they are compensatory, they 
might still be sub-standard and they should still be 
raised, if they can be raised, and the railways still 
Keen Wie Ureniic., “Es wnat your poine? 

AS LG SnouLd De witehever rol -cvnose two Criteria 
Bive you the nighest rate which should be the one “to 
determine. They should ‘in no case be lower than either 
of those criteria will specify. 

Q: Now, dealing with trans-continental rates, ~ 
Mr. Moffat, there has been furnished to me 2 copy of the 
mimeographed letter that I think perhaps is the one that 
was referred to this morning. 


ow Wes", 
O: I was wondering if we could get < number of 
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eden, exhibit. 

A: I am told there is a substantial number of 
them. 

THE CHAIRMAN: What is it? 

MRE COVERT. Tttsve. copyvof a letter, Mr, 
Chairman, dated June 9, 1949, which was under discussion 
during the evidence this morning. It is a mimeographed 
detter Signed by Mr. Moffat and it is, a memorandum re 
proposed increases in freight rates from E stern Canada to 
Vancouver. 

THE CHAIRMAN: Who is it addressed to? 

MR. COVERT: It is not addressed to anyone, 

Mr. Chairman, it is on the letterhead of the Manitoba 
Department of Freight Rates, and I thought perhaps that 
would clear it up for the record and make it complete. 

THE CHAIRMAN: Are you making this an exhibit? 

MR eCOVERT  Tiwould ld ker to make a vex pa ci. 
EXHIBIT 123: Copy of mimeographed letter signed by 
Mr. Moffat re proposed increases in freight rates, 
wastern Cenada to Vancouver. 

THE WITNESS: That is the letter which was 
referred to by Mr. Shepard this morning, based on in- 
formation which came to us in view of the fact that 
Mr. Molean happened to be on the mailing list of the 
Toronto Board of Trade. 

MR. COVERT: Now, then, just one point about the 
agreed charges. My understanding is that you scy in effec. 
that they should be repealed, that that is the view of 
Manitoba. Now if they were not repealed, F just want to 
find ae thee should be two things: one, that they are 
compensatory, and, two, that they should bear their share 


of increases. 
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A: And that there should be some provision to 
make them available more generally to other firms. 

Q: I think that phase of the matter clears up 
2 doubt. It seems to me we have made out the position of 
Manitoba which is to repeal, and what should Heppen..vo 
them if they are left. 

THE CHAIRMAN: Are you talking of cgreed charges? 

MR. COVERT: Yes. 

THE CHAIRMAN: You want them made available to 
all shippers once they are established? That is what your 
Drier says. 

fe Ves. 

is don't. know Now that: fits in with Mr. Shepard's 
statement that they should be abolished entirely. 

MR. COVERT: Mr. Chairman, my point was that there 
are two things/oceurred to me which might heppen: =— 21 
puppose there ere three.) One, thav they would be left as 
they are; two that they would be abolished ai together; 
and the third, and this is if agreed charges are still 
to stand, that Manitoba might have some suggestions as to 
what would happen in that case. 

THE CHAIRMAN: How will they know whether they 
are Co Scand of nov? 

MR, COVERT: They might make a recommendation to 
this Commission. 

THE CHAIRMAN: In advance? 

MR pec OVER sy ln the: ailternacive . 

THE CHAIRMAN: That is, then, that everybody par- 
take of them. 

A: Yes, and that they be measured by the same 
criteria as competitive rates with respect to whether 
they are paying their expenses. 


Q: Then will the shippers who have not signed 
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the agreement have access to these rates without having 
to comply with the agreement? The agreement binds the 
contractor to ship the whole or 2 portion of his freight 
by the railway? 

A: Yess, 

Q: Would you say that all the other Shippers then 
Should be in that position or would they be free just to 
do what they liked, use the railway and get the low rate, 
or have not you thought thet out yet? 

iy el  -Gnerrace us compensatory in the first instance, 
assuming it is a proper rate otherwise but still it is an 
2greed charge, it is a contract made between the railway 
and @ shipper and the Shipper has covenantec to ship 
either the whole or a fixed ortion of nvs @repent py 


railway. 


2: New then, you say that rate then becomes public 
property and all shippers can use it. 

Ay “Yes: 

2: But without having Signed any cgreement, is 
that right? 

em ert iat e ie Oe, 

Q: They can use’ it for all their goods or part 
of their goods, whereas the man who made the COnvracse “must 
provide what he said he would provide. 

A: That is what we would like to see. 

Q: The man who makes the contracts is worse off 
then the man who does not? 

nt “Welle Vo. this extent, that 1t is “eculvatent 


oo mekine it into 3 competitive rate available to everybody. 


Qs 


EXCé6pt Go me. 


A: He would not sign a contract, I doubt very much 
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if anyone would sign 2 contract under those conditions. 

9: His contract may bind him to give one half of 
his freight*to the railway or three quarters? 

A: If he has an existing contract, yes, but if he 
1S coming to a new contract in negotiation, what would be 
the effect probably would be that he Signed ----- 

Q: Anyway you say they all should hove that 
without being obliged to ship any portion of their goods 
whetever. 

ye ers 
MR. COVERT: Turn to Chapter X, Page 127 of the printed 
brief. In the penultimate paragraph the last few lines 
say: 

"We strongly urge that your Commission 
give consideration to this problem of 
comparing rate “levels ‘and that’ it either 
develop a method itself or adopt one 
whiten at Teels to be satisfactory”. 
1 just want to ask you, ‘Mr: M:ffat, you know there are 
various methods that have been suggested end tested. 

A: They are of great variety, yes. 

Q: I think that’ all of them are critized quite 
severely. 

A: To the extent that any statistical tebulation 
1S.g0ing tobe rirtrzed, ‘ye's’. 

:- And I suppose it is pretty safe to say that no 
region would be entirely satisfied with any study that it 
JEvVELODS: 

A: No region would be entirely satisfied, no one 
will ever be completely satisfied with any statistical 
Geieusations - Still 46 ‘does seem to vs thet we ought to 
reach some settlement of this argument which has been going 


on for fifty or sixty years. There should be some serious 


7 ° 
- a 
, 2 0 a 


pre ee Dita , REAR ES has 


ae te vist oobi is eat er 
Yet Ne rear 


fea » ay 


ee) + 
‘pesaieg diz do Fat wast SShqhaD OF ene 
Bseer et fee Say dqcwseteg. ot snes feared sats a * 


bie g Jone pone sihaneate of 


Sh bigesg BLA? 4a MoreeGi hanes GyEe © 


= 

4 

% 
| 
cr 
ah 


Seuery- gs Sang Bae eiavel atey Baltegnee 


eno gyeht He Teewt Batson s qoterem) BG OY 


ee Paar ae Oo eee ee ' i‘ 
J Wakossiaties oa 8 atest o¢ dosdw’ (a 
sah eerie Wonk Bee . Patt a ah Oe ee oh aa sdak 1 4 


‘Haycut Gan NOSRsRawe Aeed Stal they mbowdom earolnesy 
Joes ,vieres Gaeee Yo ont Gort sh rc ae 

‘by tip tregi ein “Geo Gere “Go Lin wee Bers Do ae F 
dis Beat jal 34 “yi gidnde vite pot Siedvte Sha a oh , 
doy -dneevitne dod antag ee 


On dane “ia Ci “sS*e vdtorq “el FL céotate Daa af 7 


$$ 3413 “net's Ine Aw Sortatise yieenteite: seeimow aiekaee pies 


a <= & See ~% 


sais | eH ytd daigtiaiaela etag ‘siaieanns | 
ig His” Tblin - Heme esa MO 


= Gout «> Mr. Moffat 
attempt to arrive at what is the best that is evailable to 
measure this thing. 

Q: It .is suggested that if they do errive at one 
like that, then immediately within a region within some 
province for instance, they will say "now we are here let 
us apply", and then some get to this province. Is not that 
going to be one of the problems? 

ae TRet eis right. 

Qt Youvarewimmediately coine-to start-to get small 
regions and small regions within the province? 

Ase LRaon it Athimk “you are Boing? CO stare thet... Vou 
have that already. I don't think it would be any worse or 
any better. You have it already in every Case nie very 
commodity, that as soon as there is an application on it 
someone says "the rate on this commodity is higher than on 


4 


that commodity". The problem is there; the only thing that 
is not there is some serious attempt to set down the best 
method of measuring. 
Q: It may accentuate the problem I suggest. 
A: I don't think so, sir. The problem is there 
already and in 2 very complex form. 
Q: Now turn to Chapter XI, Page 137, ane at the 
very bottom of the page you say: 
"The objective of the Manitoba Government 
in suggesting that your Commission should 
recommend simplification of freight rates 
andaftrerehtwteritifis »ysis<theyeliminationsoef 
the time and expense which is involved for 
Vatppems anytiesrserfertsyte caicubate the 
rates" 
And so onyoand you go-on in the next page, 139, that ia 
Manitobin Government gets down to the point where they say 


Ghat trmere should be two types of rates. It is in the first 
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paragraph: 
F pigeerduks two types of rates, namely 
class rates, embracing the type of 
rates which have been discussed above, 
end ‘other rates!" 
so that you would have it simplified to the extent that you 
would have class rates and all the rest would be “other rates", 
ae NOS Sin, 

Qs, 1 just want to ask you first if you know of 

any place where this had been tried. 
Me UNe ss! Edo not, 

Q: Do you know if there are any places where the 
rates are more simplified than they are in Canada? 

A: No, I am not familiar with anywhere else except 
the Canadian rate structure. 

Af YOU think that the Board of Transport Commissioners 
(perhaps I should not ask you in the singular) do you think 
the Board of Transport Commissioners would be in fevour of 
a Simplification of the rate structure? 

A: Yes, but the present Act adds to the problem 
to some extent because it speaks of standard rates, special 
rates, and competitive rates and then you have separately 
egrecd charges, so, that rieht in the Legisliavion itself at 
the present time, there are things UO ee ULE Cy eo Go Were... 

Q. Would it make any difference to having a classi- 
fication of "other rates" if you had the class rate and 
‘other rates" and you would have to have such things as 
competitive rates: 

A. Yes, but you would have this too, that the 
class rate structure as we are suggesting it here, would 
extend downwords so that it would take in more commodities 
which would be a definite simplification. The mere setting 
up of the name "other rates" will not in any way simplify 
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the problem of knowing just exactly what the juris- 
diction of the Board is as to these rates ; 2nd wthe 
problem that is encountered now from time to tame, of 
not knowing whether a particuler rate is 2 commoc.ity 
rate or competitive rate, or just what authority is 
involved, and whether the rete can be changed with or 
without the authority of the Board of Transport Com- 
missioners. With that sort of thing, there would be 
Simplification by putting it into one group, but there 
would be no simplification in the sense OnuelLinminayine 


the number of rates, that would be the same. 


THE CHAIRMAN: You would cease to have ony 
enalled . 
rates, /commodity rates. They would all be crlled "other 


Av; Yes, and would ial) be Subject to the same 
degree of control and the same criterio for changes. 

Q. Who was it recommended the other doayitheat 
the number of classes of rates be extended sou ae: hto 
include commodity rates? 

Ag thatewad ay this: -brier. 

Q. Well then, which do you ask for? 

A. bReoche thet so eye possible more commodity 
rates could be taken into the class rates. To the extent 
that that can be done it should be done. 

Q. Pardon me, do you mean into the closs rates as 
they are now? 

A. No, by extending some more classes ct lower. 
rates. 

Q. You would have 11, 12, 13 ana 14, woulda you? 


. even.. 
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Q. That is whet I understand, and with everything 


in the same class? 
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A. No, but a substantially larger proportion of 
the traffic should go into it. Those which could not be 
Ceeen Into, 10; would have to @O in the other. 

. I thought somebody told me there was o Scheme 
by which commodity rates should be in 2 eloss? 

A... No. 

2. So that commodity rates would remain un- 
classified: 

A. Some of them. 

Q. If some are, and some are not, how are you 
going to differentiate? You say here "other rates". You 
mean, competitive and commodity rates? 

fe Yos.: 

Lon h vig ids te 

Q. There are other rates some of these 
commodity rates are in a class with other gooas, how 
are you going to unravel all that? 

A. What you would have to do is to go through 
“GE estoblisy env additional clase. end: then soy that 
those commodity rates, which, as we conceive it, would 
be mainly the commodity mileage rates, would go into 
the class rate structure. 

Q. Now you say here that the commodity mileoge 
rates should be thrown in with the competitive rates 
and should be called "other rates . Now you say the 
commodity rates, not the commodity miieage rates. You 
See, in addition to the class rates, and commodity 
mileage rates, there are in the rate structure several 
verieties of competitive commodity rates, 2nd those are 
the Ones you say ought to be classified 2s “other rates"? 

A. Yes. 

Q.. Whether they are competitive or commodity? 


i» And the agreed charges would be a group together 
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Subject to the same control and the same criteria, 

MR. COVERT: Now I want to tzke you back to page 
LeO ust for s moment, and this is in the Second para- 
graph of Chapter IX in which you say: 

"In other words, we feel that your Commission 

Should recommend that standard mileage class 

rates, distributing class races. and town 

tariffs should be consolidated LnCO) | Sing de 

uniform basic class rate structure applicable 

Loses L pants of Canada, and that any devictions 

from that uniform pattern should be treated 

as exceptions subject to the tests which hove 

already been suggested. 
I just wanted to know what Manitoba would recommend with 
respect to the assumed mileage, in that case? 

A. The assumed mileage comes into Sr emt) ir 
the rate from Fort William to Winnipeg. The important 
rate there, so far ag Winnipeg is concerned, is the 
rate, the through rate from the Toronto - Montreal area 
to Winnipeg, which is an important area, that is 
Petrolia to the head of the Lakes and the assumed 
mileage. It is our contention that the totel oni Mam gtalte 
rate from Toronto and Montreal into Winnipeg is affected 
by water competition through 2 substantial Length. of 
haul and that it may be fully justified in those terms 
under the criteria which we are Suggesting here for 
competitive rates, and thet the rates Should be hendled 
eas a competitive rate, and if there is to be 7-n in- 
vestigation of it, those sre the criteric which should be 
applied. 

Q. In that case then, the essumed milenge would 


never be necessary and would go by the board. 
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A. The assumed mileage as it is now Spe rating 
is, so far as Winnipeg is CONCemed, exacrly equivalent 
within a very small fraction to a distributing rate. 

Q. But it is urged in some of the brief that it 
creates an anomaly under its present method of opera- 
eee rales 

A. To the extent that it creates an anomaly it 
would have to go under general competitive rate criteria 
and be justified in accordance with those criteria. 

THE CHAIRMAN: It does not apply to grain, does 
it? 

A, No. 

Q@. There is already, is there not, cn essumed 
mileage rate between Calgary and Vancouver? 

a. VOR, 

Q. Which is the other way round, cnc it increases 
the actual mileage? 

A. No, it decreases it in the same way. 

Q. Well, I mean the actual mileage from Calgary 
to Vancouver and the assumed mileage bear what relation- 
Ship to each other, which is the longer? 

A. The actual mileage is 126 miles longer -- is 
that the figure? 

MR. SINCLAIR: 130 miles. 

THE CHAIRMAN: Longer than the 2ssumec mileage? 

A ives. 

Q. You say that mileage is deducted from the standard 
mileage scale so that it brings out a rate which is fairly 
comparable to the distributing class rate which cpplies 
to all shipments out of the other cities of western Cancda? 

A. So far as Winnipeg is concerned, it comes out 


almost exactly to the same rate. 
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MR. FRAWLEY: I think Calgary his no Significance 
there. The standard mileage is between Vancouver and 
Glacier, British Columbia., and some 130 miles is taken 
out, whether or not one could Say it is between Revel- 
stoke and Vancouver, or Regine and Vancouver, but you 
ee UL eerient.| thas ateis thea Same kind of thing as 
exists at the Lakes, 

THE WITNESS: We certainly would not reat to put 
any interpretation on this to the effect that we ore 
advocating that they should be eliminated, or that we 
are agreeing that it should be eliminated. We are 
saying we think it can be JUBUitded Miia ce present 


4. 


level in terms of competition. We’ think thet the 
actual rate through from Toronto and Montrecl Sean eo 
Winnipeg should stay where it 1s) thet) we con Justify 


a0 in’ terms of competition. 


(Page 9590 follows) 
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Q. The rate structure, if 1t is to be uniform, 
as suggested, it could be constructed, I suppose, 
without taking into account thet estimated mileage, 
what you are saying is that we can JUBLify 2b on the 
basis of wanted competition? 

fat Les. 

Q. Mr. Moffat, ‘would you turn to page 140, 
Chapter XI, page 7 in the mimeographed copy, where you 
recommend or suggest that this Commission rule that the 
1.BsC. would have local representatives. Would there 
be ten men in Canada, and what would taey aa? 

THE CHAIRMAN: Where is that? 

MR. COVERT: It is on page 140, Mr. Chairman, in 
the paragraph entitled, "Closer Contact with the pete bigest 

A. We don't think that that should require 2a man 
in each province. We think that it could be handled by 
having men available possibly two days every second week 
in Winnipeg and having it become knowm that he would be 
there to discuss with the Shippers and consider problems 
that they wanted to discuss with hin. We think it would 
be undesirable to have such a person permanently staying 
in each area because he would then be out of touch with 
Head Office. On the other hand, we think he would be 
assigned to deal with that area, and if we could have two 
or three men in*’Head Office they would go out, more or Jess, 
on circuit and arrange that some communication be sent to 
the shippers as to when he might be available, 

THE CHAIRMAN: Q:. They would have to go all over 
Canada? 

Pee 

Q@. Do you think the same people can cover that 


territory? 
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A. It would depend on how often they were iin 
that area. If they were going in two days every two 
weeks they might have one for the West and one, for 
Central Canada and one for the Maritimes. 

MR. COVERT: Q. That person would be in the nature 
of an adviser to people who came to Gim?e injud tawanted 
to find out.what he would be expected to know and what he 
would be expected to do. 

A. Primarily, he would be expected to know what 
the Board's interpretation of its regulations respecting 
tariffs is; to know what sort of information would have 
to be presented to the Board if a person was making an 
application for some change in his rate or in his -18aS8ste 
fication or things of that sort. Existing offices are 
already there and available on questions of safety and 
operating conditions as distinguished from the questions 
Ctmnates dandotari ffs, 


THE CHAIRMAN: Q. They already have a building 


there? 
A Yee. 
Q In Winnipeg? 
AL. (Le B% 
@. And where is that? 
A. I am not sure where that is but I know pnere vis 


an office in Winnipeg. 

MR. COVERT: Q. In that same paragraph towards the 
bottom you refer to what you have in mind when you are 
talking about delegated public hearings. I want to Suggest 
to you that the situation in the United States where you 
refer to the examiners, where, I understand, they have nine 
members on the Commission and have more area to cover and 


more railways hat would be quite different 
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A. Yes, and with much more complete control, 
Phere 8 one point T might mention. You asked me a few 
minutes ago about the idea of Simplification of the rate 
Structures. 

THE CHAIRMAN: Q. You Just told us that the Board 
of Transport Commissioners had an office in Winnipeg? 

te GES. | 

Q@. A permanent office? 

Be eR. 

Q. Where is it in Winnipeg? 

A. It has just moved recently on Portage Avenue. 

Q.. It is not in either of the railway stations? 

A. No, it is on the north side of Portage Avenue. 
The point I was going to make is that in the United 
States on the question of simplification of Pavesi, Loy 
practical purposes they do deal in terms of class rates 
and expansion rates somewhat along the line of class 
rates and other rates. 

Q. The Americans do that? 

A. Yes. 

Q. Why do they do this? 

A. Their whole rate structure is based on otha. 

Mie COMBA To Oe tT) hase One more question, and 
that is in connection with the last page, I believe, of 
ChapLer AT. anda that 48) where your suggestions are with 
respect to annual reports by the Railways to the Board 
and to the Dominion Bureau of Statistics, and I want to 
take you to the term where it Says: 

"Reveal changes in the different asset 
accounts during the Der ioc andi the 
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I think you have examined the Canadian Pacific Railway 
accounts, where they deal with this matter and show 
additions and betterments and retirements and transfers, 
and your view is that that is not satisfactory to you 
- the way it is now because they just put them in lump 
figures. 
A. Yes, we would like to see a somewhat more 
detailed chart along with Exhibit A in the 30% case. 
The figures were worked out there by our Accountants after 
going through the books. 
Q. | AS Co These cight items that vou list on page 
144 and 145, you say that similar information is provided 
ii ene Unced States. FO the £.C.C .2 
A. In every case, 1 think, with the possibic 
exception of the regional breakdown, their regional 
problem is diiferent Irom ours. Their regional break- 
down is based on looking on the rates that are in that 
Porton. | Iau Matuer Ts avearlaple in the United States. 
ME. COVERT: Thatwis all 1 Have’ to nee my clord. 
MR. SHEPARD: Nipaleney 
. There is no re-examination but I want to put on 
.the record some references. It is in connection with a 
Statement Mr. Sinclair made on the opening on Friday, the 
18th which is found in Volume 48 at page 9098, in which he 
quotes one question and answer which a Manitoba accounting 
witness, Mr. MacDonald, made in the 21% case dealing with 
the matter whether retirement accounting was pracvulLesq: on 
the C.P.R. I do not propose to go into the matter with 
the exception of some other references that should be 
Jooked at. The first one is at page’ 12541, which is the 
following page from where Mr. Sinclair quoted Mr. MacDonald 
as to his qualifications and the answer he gave and then in 


Volume 774, pages 13051 to 13067, and pages 13112 and 
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13113, and then the argument by Mr. MacLean on behalf 

of Manitoba in the 21% case, Volume 784 at page 16941, 
and I would like to read one short excerpt from that 
argument. Reference to Mr. MacLean's argument, which is 
in Volume 187 at page 44460, which submits that 
Manitoba's position has been sustained before this Board 
and before the other Board, 

MR. COVERT: Mr. Chairman, the next submission is 
that of the Canadian Automotive Transportation Association, 
and at this time I want to tell the Commission that we 
are an a vit of aijam, if Il may use the expression with 
respect to the Agenda. The Province of Saskatchewan's 
main witness, Mr. George Brintnell, for reasons must leave 
here Friday night, and as we had told Saskatchewan that 
we would probably reach them on Monday, they really had 
the first place on the Agenda. Some of the cases have 
taken longer than we anticipated and the result is that 
we have two ahead of them, and I have talked to Mr. Hume 
and he has kindly consented to break his case ii necessary, 
but he has witnesses here from British Columbia and Alberta, 
and it may be that we may have to stand a man down and 
he will be cross-examined later, and put Saskatchewan on 
earlier, We are also faced with the difficulty about a 
second submission, and that is the Associated Newfoundland 
Industries Limited. We had told Mr. McEvoy, who is 
appearing for them, that it would be difficult and suggcsted 
that he would have to take his chances, but I think we 
encouraged him somewhat during the time when things seemed 
to be going a bit faster. So what I want to OG aeeawe can, 
is to put our position so that at any time a witness may 
be taken out and he will be available for cross-examination 


later. 
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MR. HUME: * Mes Chairman, this situation was 
only explained to me atuhalf past two and the situation 
at the moment is that with your permission I should 
Pave CO DUC in Mr. John Magee who will read the 
statement of the Association and then, as I understand 
it, he will stand down and I have two persons who 
have come with some information and facts from the 
West and as Saskatchewan will probably take the 
remainder of the week I was going to suggest that 
they be permitted to tell the Commission what they 
have. It 18 @ short statement in each case and that 
can be finished up this afternoon and they can get 
away so that they would not be here for another 
Ween i) the first place Twill call Mr.John Magee. 
Before I ask Mr. Magee to read the statement there 
are some typographical errors and I supplied the 
Secretary with corrected copies and the words ‘Corrected 
November 2lst" appears on the top and if the Commission 
have those corrected copies we won take the time. 

I have a corrected copy for the reporter and there 
ere extra copies. 

Then, Mr. Chairman, as I undertook on 
November 2nd to file copies of the Constitution of the 
Association which I think is done in these cases, 
we have the copies of the Constitution. 

THE CHAIRMAN: You are filing the Constitution 
then? 

MR. HUME: I-am about to do that now, my Lord. 

THE CHAIRMAM: Has it been made an exhibit? 

MR. DESMARAIS: It will be 124. 
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EXHIBIT 124: Filed by Mr. Hume: ARTICLES OF ASSOCIATION 
Canadian Automotive 
Transportation 
Association. 
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MR. JOHN MAGEE, called EXAMINED BY MR. HUME 


ee Q: Will you proceed now to read the submission? 
A; Yes. SUBMISSION 
OF THE 


CANADIAN AUTOMOTIVE TRANSPORTATION ASSOCIATION 


The Canadian Automotive ATransportation Asso- 
ciation is the national organization representing 
trucking firms engaged in the movement of goods for 
compensation. The Association is a federation of 
six trucking associations with total provincial 
memberships of approximately 5,000 trucking firms. 

Our six affiliated associations ere: 

Automotive Transport Association of Quebec 

Automotive Transport Association of Ontario 

Manitoba Automotive Transportation Association 

Saskatchewan Motor Transport Association 

Alberta Motor Transport Association 

Automotive Transport Association of B.C. 
Development of Truck Transportation 

The invention and development of the internal 
combustion engine has profoundly affected the way of 
life of the peoples of the world. The truck has played 
a most important part in the changes of the last 
thirty years. The impact of this transportation medium 
hes been felt in every home in Canada. The day before 
yesterday, Canadians depended upon the inland waterways 
for communication and transportation; yesterday, steel 
rails carried the nation's goods; I might explain, sirs, 
that the wording "yesterday, steel rails carried the 
nation's goods", is rather unfortunate. We were speaking 
figuratively and endeavoured to point up the newness of 
truck transportation as a form of transportation. To-day, 


the truck services every business, farm, home and commun- 


ity. 
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Canadians depend upon truck transportation for 
the very necessities of life. Whole communities have 
sprung up which are not served by other forms of 
transportation, It has been estimated by the 
Association that approximately 14,000 communities are 
not provided with direct railway service; of these 
14,000 communities approximately 50 per cent are 
further than five miles from their nearest railway 
station. Every freight shipment moving in end out 
of these communities is transported part, or all, of 
the way to destination by truck. 

The large urban centres depend upon truck trans- 
portation for a substantial portion of their food 
supply which is delivered daily from the surrounding 
countryside in tremendous volume. Decentralization 
of industry has been made possible and manufactured 
articles sre now subjected to various processes in 
widely scattered centres and transported to assembly 


plants in large and small centres. 


Role of Truck Transportation In Agriculture. 

Expending use of the truck as an instrument of 
distribution is particularly apparent in the realm of 
agricultural marketing. To sketch, even in outline, 
the extent and scope of highway transport services in 
the marketing of a wide variety of farm produce would 
be a monumental undertaking itself, involving a detailed 
analysis of separate commodity structures with the ram- 
ifications peculiser to each. 

The movement of field crops, manufactured mill 
feeds, produce of the milk and fruit industries, live- 
stock, poultry, eggs, fertilizers, phosphates, and other 
farm commodities, is peculiarly suited to the speed, 


flexibility and personalized service characteristic 
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of the truck, 

The growth of the milk transport industry in 
every province since the turn of the century is a 
notable example of the advantages inherent in the 
motor vehicle. Prior to the advent of the motor 
vehicle, milk supplies were obtained from producer- 
distributors located on the outskirts of urban centres. 
These operators -- farmers who produced and sold their 
own milk -- made deliveries direct to the consumer. 
With the increase in urban populations, it became 
necessary to seek sources of supply farther sfield with 
the result that producers located in a 10 to 15-mile 
radius, hauled in their own milk and that of their 
neighbours, by team, to consumers directly. With the 
institution of compulsory pasteurization, more strin- 
gent health regulations, and a greatly swollen demand 
for milk, dairies would despatch buyers slong the 
railway lines, a practice which tended to concentrate 
shippers around villages where suitable train service 
wes available or could be arranged. 

As an aftermath of a reduction in rates forced 
upon the railways at this time by producer pressure 
groups, the railways for economic reasons showed only 
limited interest in providing milk train service. 
Furthermore, it became increasingly difficult to obtain 
a sufficient number of producers who were willing to 
haul their milk individually to the stations -- in many 
Gases by 7700 a.m; “-="to meet the train,’ “There *wae mo 
train on Sunday and farmers were obliged to hold over 
their milk shipments until the next regular run. Attempts 
to have these men take turns waiting to lead and unlosd 
cans were unsuccessful and gave rise to much local con- 


troversy. 
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Transportation by truck solved these problems to the 
satisfaction of both producers and distributors. With 
the introduction of speedy pick-up service at indiv- 
idual farms, and delivery direct to dairies, a great 
measure of stability was lent to the overall market- 
ing process. The result was that the consumer received 
@ better quality milk. 
Today, truck transportation of milk has become 
recognized as an industry in itself. It is estimated 
thet highway carriers transport from farms to rural and 
urban centres 95 per cent of the nation's milk supply. 
'For hire' truck transportation of livestock is 
another important branch of the trucking industry. The 
livestock transporter has contributed to the growth of 
direct marketing by making interior packing plants and 
stockyards conveniently available to a much larger 
number of producers than would be the case if livestock 
were transported by rail. Truck transportation has proved 
more advantageous to local packing plants because of their 
proximity to the sources of supply and their varying 
degrees of remoteness from the concentration areas or pub- 
lic stockyards. The truck has made possible direct buying 
on a scale which cannot be approached or duplicated by rail. 
In this category, too, the personalized services of 
the commercial motor vehicle carrier have materially assist- 
ed the producer in marketing his animals to best advantage. 
His daily contacts at packing plants and public yards, his 
familiarity with market quotations and his diagnosis of 
‘heavy and light runs! render his services of inestimable 
value to the producer who must, by the very nature of his 
occupation, trade in a future and variable market. Speed 
is of the essence here in timing deliveries to coincide 


with favourable market conditions. 
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The motor tru@k is the servant of agriculture -- 


the best "hired man" the farmer ever employed. 
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Irportance Of Trucking Industry In War Economy 


There is available for military use in Canada 
a 500,000 mile highway network, approximately ten times 
greater in extent than the existing railroad mileage. 

The value of truck transportation in modern warfere 
is patent. The part which the trucking industry would 
be called upon to play in the event that Canada became 
involved in hostilities on its own soil would be of the 
greatest importance, 

Canada's transportation experience in World War 
II indicates partially, at least, the role of highway 
transport in any future conflict. 

In 1943, according to incomplete tonnage figures 
compiled by the Trengsportation Division of the Dominion 
Bureau of Statistics, the trucking industry moved 11 
million tons of freight. The Administrator of Services 
of the Wartime prices and Trade Board estimated that the 
tonnage movement of the entire trucking industry in 1943 
amounted to 21 million tons. "The entire trucking in- 
dustry", means. the entire for-hire trucking industry. 

It does not include private. trucks which we include as part 
of our industry: 

If we accept the smaller figure of 11 million tons 
compiled by the Dominion Bureau of Statistics, there is a 
Significance to this wartime highway freight movement which, 
in the light of Canada's national defence requirements, 
calls for greater emphasis than it has hitherto received. 

In 1943, the railroads found their own facilities 
strained to the breaking point as their traffic volume rose 
to unprecedented heights, In that same year the Minister 
of Transport told the House of Commons at Ottawa that this 


strain on rail facilities had reached a point where "our 
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railways -- and I speak of the Canadian National 
Railways, but it is equally true of the Canadian 

Pacific Railway -- are taxed to the limit." The 
Minister's statement was confirmed by the railroad's 
own request that they be allowed to move freight cars 

in passenger trains. Order-in-Council P,C. 2012, dated 
March 12, 1943, pointed out that “owing to heavy traffic 
movement on the railways, due to war conditions, all 
railway cars are now actively engaged," 

That was the year in which the trucking industry 
moved 11 million tons of freight. It was indeed fortunate 
that the capacity of the trucking industry prevented 3 
transportation shortage which would have endangered 


Seriously Canada's war effort. 
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Importance Of Trucking Industry In Peacetime Economy. 


Transportation shortage, a danger allayed in 
wartime by the capacity of highway transport, has act- 
ually occured in peacetime. 

Early in 1947, Canadian railroads, like those 
of the United States, had on hand thousands of shippers! 
orders for the placement of box cars which could not 
be filled because there were not enough box cars to go 
around. In an address at Vancouver on January 22, 1947, 
the Federsl Minister of Transport, Hon. Lionel Chevrier, 
told the Vancouver Board of Trade that "the railways 
have been experiencing the worst car shortage for many 
years and they are not yet in a position to meet the 
demand". 

This shortage of railway rolling stock meant that 
many trucking companies in Canada were called upon to 
make emergency movements of railway freight. These emer- 
gency freight movements were additional to a volume of 
highway freight traffic which had already created a peace- 
time record. In 1947, the year in which this railway box 
wee shortage occurred, the trucking industry, according to 
the Dominion Bureau of Statistics, moved 13,616,439 tons 
of freight. The Bureau states that 1947 truck tonnage 
figures are not complete. 

Canada's transportation experience has thus proved 
conclusively that ‘for hire' truck service is vitally re- 
quired in the national interest. It cannot be turned on and 
off like a tap. It must bé there, always ready to serve 
the needs of the nation either in peace or war. If we are 
to have that service of motor transport, the development of 
industry must be promoted by governments and neither stifled 


by restriction nor stultified by excegsive taxation. 
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Statistical Measurement Of Importance Of Truck Transportation 


Fortunately, since 1941, the Transportation Division 
of the Dominion Bureau of Statistics has published an 
annual report on the operations of motor carriers, The 
Bureau's information is at the disposal of this Commission 
Should it wish to obtain a statistical measurement of the 
importance and development of the highway carrier branch 
of transportation. Such statistical data was not available 
to the previous national Royal Commission on Railways and 
Transportation of 1931-32. 

Early in 1948, this Association, with the co-oper- 
ation of its provincial affiliates, instituted a two-phase 
program of assistance to the Bureau: 

(1) enlargement of the mailing list of truckers annually 
receiving the Bureau's motor carrier report sched- 
ules; 

(2) 98 campaign within the trucking industry to ensure 
that these schedules are completely accurate and 
returned promptly. 

MR. HUME: May I interrupt you, Mr. Magee, in your 
reading to put in an exhibit, which I understand will be 
125, and which is 4a folder ----- 

THE CHAIRMAN: Pardon me, you mean 124 according 
to the numbers I have here. 

MR. HUME: No, 124, Mr. Chairman, is the constitution. 

THE CHAIRMAN: Was it? I took it as 125. 

MR. HUME: An exhibit consisting of a folder re- 
producing the various magazine articles and other informa- 
tion going out from this Association to the trucking indus- 
try in assisting the Dominion Bureau of Statistics in per- 
suading the thousands of individual truckers to make returns 
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THE WITNESS: Apart from other statistics which 
the Commission may wish to examine, the importance of all 
types of truck transportation in the national economy may 
be measured by the increase in Bren Raber of vehicles reg- 
istered. From a small beginning of 37,610 vehicles in 
1922, the number Parr aeeneg in Canada has increased to 
approximately 487,000 in 1948. 


Table 2. -- Number of Trucks Registered in Canada 


1922 - 1948 

Year Number 

1922 37,610 
[O25 54,256 
1924 Bs 5 ne i 
1925 74,489 
1926 87,437 
1927 101 ,475 
1928 1293575 
1929 155 ,639 
1930 165 , 464 
ost 165 ,190 
1932 L575 e200 
L933 153,829 
1934 1635305 
1932 Re STO 
1936 184,798 
1937 220,29 
1938 220 ,109 
1939 231,474 
1940 247 ,634 
1941 270,941 
1942 POSTE 
1943 294,176 
1944 302,611 
1945 315,606 
1946 3555095 
1947 405 ,803 
1948 487 ,000 


Source: Dominion Bureau of Statistics, 
Transportetion Division, 


It is estimated by the Association that approx- 
imately 43,000 of these vehicles ere engaged in the move- 
ment of goods over the road for compensation -- referred 
to by the industry as "for hire" transportation. 


Service the Reason for Growth of Trucking 
Industry 


Truck transportation has risen to this commanding 
position because of its ability to render many new and 


unique services. 
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MR. HUME: Msy I interrupt you again there, 
Mr. Magee, to put in Exhibit 126, consisting of a folder 
of photographs illustrating that sentence? 

EXHIBIT 126: Folder of photographs illustrating the 
many new and unique services of truck 
transportation. 

THE WITNESS: . In so far. as, the "for hire" 
branch of the trucking industry is concerned, rising 
costs of operation since 1939, and consequent rate 
increases, have not stayed the growth of truck tonnage 
and gross revenues. The Association emphasizes these 
facts in order that the Commission will be aware that 
shippers, even when faced with premium truck rates, will 
continue to patronize truck transportation because of 
service not offered by competitive transportation. 

A striking example of this fact was afforded 
in October, 1947, when, under the stress of a 27 per 
cent wage increase, Ontario and Quebec less-than- 
truckload freight rates, generally at the same level as 
the comparable rail rates, were raised 20 per cent 
above the railway rates. This was the first time in 
history of the trucking industry that highway freight 
rates had risen above rail rates, 

Although some shippers switched from truck to 
rail to take advantage of the 20 per cent rate dif- 
ferential, the loss of traffic was not sufficient to 
nullify the benefit of the trucking rate increase nor 
was it withdrewn, It remained in effect and in April, 
1948, when the railway 21 per cent rate increase became 
effective, near parity in rail and highway freight 
rates again existed. 

If shippers were willing to patronize truck 


transportation and, in doing so, to pay higher-than-rail 


os 2 Qo satde canes cra sisi a 2 


$40 neti tact paiva fags 20 


Be 
“ode sagdenteus it elqnagesody to meorot 32 oan 74 
ae 
») Sewn. to ewoteee own ina bee: won, Geet rs iene 


Ri ) + 1S rhedtod qe te is. i 


. ar . 
Var irt tot” ont es tat od. al Ee OWTLW a an hae 7 


- a. 


gataty bernttoon io al ‘yxtewbad & pataoieid ond: ro, domed 


‘ 
xiat Hrevpagias bie ,CEGL conte motveqeqe: oan 
sRenned Hovis To Agwoty ott soyede Jom ovad, aoaeetea: 


setaedome soldelounca sat OUI enone be 


a5 ~ an . 
sgarty te) ee GO 


Topro: oe eu a 


p . * ring 4 Pe «tb ot oh 
+ otaeen of Ii be toked fice afd dent 


‘ftw .sadet Hoesd metmedq eiiw base? Ge seh 


ot ountbterge 


wLsgbctoneaewy Kavi? esheanial ae 
y : av ia ao | 


totgetduoqadteds ovidlvegras ud i pate tt6 doa eotveage va 
a4 aS re ewe A 7 ¥ 3 
beby2? ew dont atid to slqmexe ariaties Ay : 

| 4 


4 nobaa ,gerw .Y#eL ,sedotoo at | 


‘Oe ». «= Fo SaESUTS & SESP Ale! 

4 pt * * ie 

; * sim, ‘. 
> FE asneaf oedaut baa ckasde . 93 -oetank agew den) } 
a 
en foveal omee wid te vElovenae betes dint ot ra beodunwat 

we eid FA we ~ iw ea¥ “ 5 . ©! 

ies iy 

diy yee OS Hseket ewee .astet {tev oldarsqniee al : 

at atk dant? add dew atd® 226082 ead isw sit aveds | 7 

e@ o . 4s & ; . 2 


jrtatett yewdaia tenis yodeudas Rilwouwts © aay To soe 
¥ — a hi ie 


« atm oped * 
we SW LS tel xy es 


most dedodiwe excqaias omos sgvotd ee 
hx = Ea # igen vy Say US ora he agsdnawibe pee) oo tea” a 


etif stey Tuaoo t38q 
_ 7 
od gdotet?ine den sew of Tier? bo pet ott cfestaetet 


Non See arooL ry Acoe ait in} Tee ta ene Be oiitenod | ont wurtie 
eda 


—fiwga al bar. 2oB Tio es honeys « edt Q ditiw tb a 
9insozd ig 


Suad eskrot pate ov 2 


A 
7 
a eae enum Maan tal. (eae 


Oak = 


rates, it is obvious that the service advantages of 

the truck were of such importance that the actual rate 
Shippers paid was not necessarily the determining factor 
in their choice of transportation media. 

In so far as this Association 1s aware, no 
"market survey" has been undertaken by any branch of the 
Canadian transportation industry with the object of 
assessing the competitive positions of the various media, 
in relation to each other. 

Such a survey has, however, been commendably 
undertaken in the United States by the Association of 
American Railroads whose membership is composed of all 
the important American lines, in addition to the Canadian 
National and Cansdian Pacific railways. 

Shortly after the conclusion of World War II, 
the Association of American Railroads, through its 

Railroad Committee for the Study of Transportation, 
sent a questionnaire to a number of shippers in the 
Rastern, Southern and Western Regions on the subject 
of merchandise traffic, the predominant element in the 
annual tonnage volume of the American trucking industry. 
This questionnaire was undertaken to enable the American 
railroads to determine the causes of competitive problems 
which would confront them in the post-war era, 

In one question, shippers were asked to state 
the primary reasons they normally used common, contract, 
and private motor carriers. 

A compilation of the replies separately for 
inbound and: outbound shipments is presented in the 


following table: 
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Table 3. -- Primary Reasons Why Shippers Normally Use Trucks 
(Replies to 4uestionnaire of Association of american 


Railroads. ) 


@. Inbound 


shorter transit 
time 


Lower Costs 


Less loss and 
damage 


No dunnage 
required 


Less billing 
required 


Lower mininun 


Speed in servi- 
cing claims 


Less marking & 
packing 


Liore personal 
service 


Less handling 
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b. Cutbound 


Shorter transit 
tine 


Lower costs 
Less handling 


Less loss & 
damage 


No dunnage 
required 


Less marking & 
packing 


Lower minimum 


hiore personal 
service 


opeed in.servicing 


claims 


Less billing 
required 


PU&D service 


Better tracing 
service 


(1) Common Carriers 


source: 


Traffic Study of the Traffic Subcommittee -- 


Merchandise Traffic Division of the Railroad 


NUMBaAR OF KoePLics _ 
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Contact Carriers 


(2) 


es 


40 
10 


Total 


western 


(3) Private 


Association of American Railroads, Merchandise 


Carriers 


Committee for the Study of Transportation, Part II, 


Statement 7Z, p.16. 


of Commerce, 


Published by U.s. Department 


"an Evaluation of Motor Truck Trans- 


portation", 1948. 
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Why Restriction of Truck Transportation 
18:00 an the Public Interest 

Artificial confinement of the length of haul 
of highway transport has been an integral part of 
railway thinking. At the hearings of the Senate Com- 
mittee "Appointed to Inquire Into and Report Upon the 
Best Means of Relieving the Country from Its Extremely 
Serious Railway Condition and Financial Burden Consequent 
hereto. “Sy We: Fairweather, Director of the Bureau of 
Economics, Canadian National Railways, is quoted 
(p. 304, Proceedings): "As a freight transport medium 
PES AGe.G highway transport) economic scope is limited 
GO 2 distance of approximately 50 miles beyond which 
distance the use of the highway is uneconomic as com- 
peared with the railway." 

MR. FRAWLEY: What was the date of this 
statement, Mr. Magee? 

THE WITNESS: That statement was made before 
the Duff Royal Commission on Transportation, and was 
quoted, I believe, in a report which was submitted as 

an exhibit, or which was under study by the Senate 
Railway Inquiry in 1938. 

Regardless of the opinion of railway experts 
and the published recommendations of FEpOrtSe Dye: 
previous official bodies, this Association respectiully 
submits that it is not possible to define a proper limit 
for the transportation of goods by motor vehicle, Despite 
increasing taxation the truck is constantly increasing 
its sphere of usefulness. Whatever the reason may be, 
the range of this new method of transportation is growing, 
The public has demanded the service and facilities 
available from the . truck. In many instances new 
territory is served in the first instance by the carrier 


for hire in preference to the privately owned vehicle, 
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Heavily patronized facilities are now 
available in Canada to move household goods and effects 
by highway. The movers of household goods offer unique 
facilities and a personalized service that cannot 
physically be matched by any other mode of transporta- 
tion. Despite the barriers which now exist, and the 
various jurisdictions, highway carriers engaged in this 
phase of transportation have accomplished remarkable 
results in meeting the needs of the public. 

In the matter of the transportation of new 
automobiles by highway, the nation is beginning to 
realize the advantages obtained from using a flexible, 
specialized and economic mode of transport. In hearings 
before Provincial regulatory bodies a great deal has been 
said in favor of eliminating difficulties in loading and 
unloading automobiles and trucks from railway freight 
cars at rail sidings. The automobile carrier can effect 
delivery to tne dealer's door at any time of day or night 
without causing the new automobile to be driven any 
noticeable distance, The dealer is enabled to keep a 
lower inventory and tnus reduce investment, for he can 
order one sutomobile at a time instead of a rail car- 
load. There is less time in. transit involved from the 
manufacturer's assembly line to the dealer and less 
damage to the automobiles carried. The economy in 
labour and time previously involved in making delivery 
at distant railway stations has shown itself in the 
expressed. preference of the consumers: and. dealers.and 
manufacturers. Many other illustrations could be given 
to os the remarkable lengthening of the distance 
which can be economically and speedily served by highway 
transport. 


It can no ionger be said that the proper 


iy we) ; 
ous , ie ne 
“tien ea aotoetioet bes wa 
, Hy iog | ; 

edootrs His ¢ abo GOR. blongwect ‘eas. of eben 


eupiaw ast1o eboos Blorisavot Yo nieyon tft 
‘,' tonnes gade oo tvess hoxklenoe4eg 8 be. ‘astaaito 


Leos 


1 eae 
- 
etd bos  ateixe won doldéw esetiied end sdiqeed « 


«oytoqacagsad So Shon aodto Ye Ye, ee od a 


| 7 
diad at Bensgde acetiaes yourgin, .eaoly abba tan, aks 7 
aidmoiv4met bedatlanooss evan soldat gamers te onens 


sPhiaug ait to ebean art gniveon at atiunet: A a 


4 
WON te Aoitessoqsned? oF “IO Baa em ait AT i Vi 
| a oa 
: ‘ ae gant ¢ ait: i 
6? satnniged ef metsan ony . Yewke et yd 6 aolidomotug ME 
. ' 7 
idinelt o gnfau moth fanletdo sonernsyos Ye ein or 


ed 
. ely ee ty Fee wp ees ob mo uM 
parniyvoeon Al TE GIBTATS IO Seam favor? Bly Ss Desist istosqa | 


4 + <. — ct i ag i 
Seu gan feoh 39; athod yroteioneat Jefontvoty storee 
« q 
fr ? ° — by % * & 
One, BALRSOL- a ROLT LYS iigemimitie to vovet af biee 


. : - ‘ a. r ohana 4 FS ey oe = ms jee bi q 
rin tay waouttay moet eaouad boae selicomedye gatbeotiay 


* 
- 
~— 
7 
& 
b 
- 
ae 
> 
7, 
be 
Z 
fre 
ee 
ce 
at 
= 
‘ 
S 
- 
es 
pa 
& 
4 
“ee 
me 
‘e} 
cae: 
a 
“ 
a 
* 
e 
aes 
a 
~~ 
=; 
ae 


S ! 
F 4 
. ¥ ~ > oar a ary ee y rm & ra na 
% kee LiOY¥ bap “ Vs me eee eA) Pep ER. (Sige ae Lo iS Ve cy 
P ‘ = Le 
3 ‘ k s a! « ted, © <, no ri) Le we Oe ee ee iS i> ce Py Pa 
$ bee ot beleane a4 * Sleep on OD PLR we etd slaseoLsror 
i 
eee 
—s: “ns my *% fm esis TES ee HF can te im pe eg P scree fe oe pw " ery cr err 7 Oy c : ' 
Eo 87 Bh _ovewmreavad BONIS! ay ag Oi Snevnar Tewos. i 
% 
. os a ee we Fare Pe. om f tele free, anes eR 
oe © ad de the 3S ‘ & Mitiick, tay 7 me WD Rt ake wd br +e we Oo Sic eo) 
jw he Pes yh ag Oy poe we te ope ae Sent ; Pos 7 a ren HT bea fi 
iy WANS i ’ > v t ie ‘ie < iS ie on as oN Lek es iP ei we G > OF ne a 134 “= wh 8. 


sol Das Selcen easy Of ala Yonmesac e  4errygos sangM 


Yao A: Se vy ee: SO He alle cen ani: et . a , 
gi weonoos ant boluses awoiieconotus eae ot speneh 


o#3 at Sisadit mvotle ect enotdeda Yeviles gaetelb os 


, . a ee a 
baie eveicebh bas eteevanés a89 To sanetetTatg Dornsigqes 
: 
} r f . % ~ - r ~~ e 7 7 
Mevis 20 Divas idendaulit gsiito Yash - .eisustdoctunas : 
eotetalh oft To agutmenignet SERENE CMOS coil gisigxa of 4 | 


; Pen (D oP 
YY WHeAN A Da 


- 9629 - 


function of the truck is collective and dispersive and 
not that of a primary carrier. The characteristics 

of the truck itself are gradually being improved with 
the result that other forms of transportation are forced 
to take notice of the progressive competition for public 
patronage. It is the submission of this Association 
that any effort to halt this development would be 
detrimental to the public interest. 

It would be illogical, discriminative, and 
unfair to single out any one segment of the transportation 
industry to undergo restriction on behalf of rail trans- 
port. The nation is not treading the path of arbitrary 
and restrictive measures in order to bolster the railroad 
economy; this Association doubts if the nation will be 
willing to tread that path. If, rather than singling 
out any one form of transport for discriminative treatment, 
artificial restrictions were applied to every condition 
causing inroads into railwey traffic, national develop- 
ment and progress would not only cease, but would be 
driven back several decades, 

Let us examine how national development and 
progress affect railway traffic today. One hundred and 
forty thousand miles of improved highways teem with 
railway passenger and freight .-traffic of former years, 
Inland waterway competition has become more intense, 
Railway coal traffic has been diminished by the inroads 
of fuel oil, natural gas, and hydro electric power. Air 
passenger and cargo services are becoming an important 
factor in the transportation picture. These developments 
and their inroads into railway traffic have profoundly 
affected the status of the railroads in North America 
society. Those entrusted with the management of . the 


railroads cannot expect progress and development to cease 
(Page 9630 follows) 
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merely because progress and development have a 
depressing effect on the railroad economy. 

Wizyfresr 

Why Restriction of Highway Transport 

Will Enhance Railway's Competitive 

Difficulties 

Restriction of "for hire" truck transportation 
will render more serious, rather than improve, the 
railways! competitive position. The most serious 
potentisl threat facing the various transport media is 
the competition of the customer himself. The ability of 
the larger shippers to own and operate their own trans- 
portation equipment will ee ts abortive any attempt 
to protect the railways from highway competition. Motor 
vehicle registrations have grown to an all-time record 
because the motor vehicle is required to supply service 
which the railways cannot, or will not, provide. The 
artificial removal of competition as the factor deciding 
the division of traffic between rail and highway transport, 
will bring no relief to the railways. On the contrary, 
it will render critical the competitive problem which 
the railways presently face because it will shift traffic 
from common carrier highway service to shipper-owned and 
operated highway service. Once in the hands of shippers 
themselves, it will be difficult, if ever possible, for 
the railways to secure this traffic for intercity move-~ 
ment no matter how high the calibre of railway salesman- 
ship, | 

Restriction of private highway trucking services 
to support the railway economy would meet very strong 
opposition from the section of the public directly affected, 
e.g., farmers and manufacturers, and would undoubtedly lack 
support from the public generally. 

The position of the small shipper must also be 
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considered. He cannot afford the purchase of highway 
transport equipment. His larger competitor may own his 
own fleet of trucks. If the small shipper finds "for 
hire" trucking service arbitrarily withdrawn, with the 
attendant compulsion to use alternative railway 
facilities, he will also find that the larger com- 
petitive business, shipping in its own fleet of trucks, 
is automatically placed in a preferred position. 

The speed, flexibility and convenience of 
highway transport is often a very important factor in 
the marketing of competitive products. It would appear 
to be the essence of unfairness to withdraw highway 
services from the small business and leave them as a 
competitive weapon in the hands of the large business 
which is able to create, at will, its own transportation 


department. 


This Association submits that the shipper has 
an inalienable right to patronize the transportation 
service of his own choice, this service being the one 
which 1s found to be the most expeditious, economical 
and efficient. 

This Association further submiss that 
restriction of highway transport, as a panacea for the 
problem of depleted railway traffic, should be rejected 
by the Corie aionk 

Transportation Subsidies 

This Association respectfully submits that 
each province has, by its system of licensing, assessed 
each truck being operated, according to its size and 
carrying capacity, the amount considered to be a fair 
annual charge for that truck's operation on the highways. 


This Association further submits that the 
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trucking industry is the only major transportation 
agency that is not subsidized. No government, 
Provincial or Dominion, has ever constructed an airport, 
ship canal, or made land grants which directly benefit 
any member of our industry. 

This Association suggests that if any interest 
in Canada desires an investigation as to whether the 
trucking industry is paying its fair share of highway 
costs it should direct its propaganda to the provinces 
who have constructed the highways. 

This Association suggests that the argument 
by the railweys, that the highway industry is being 
subsidized, is intended to becloud the issues before 
this Commission and is irrelevant to this inquiry. 


Internstional and Interprovincial 
Highway Traffic 


Because of the frequency with which various 
witnesses have referred to the question of Federal control 
over motor vehicles carrying goods for hire in inter- 
provincial and international trade, this Association 
desires to set forth its views as to the :- desirability 
and the legal aspect of this matter, 

it, DS nespectrully submitted thate this Com- 
mission cannot decide whether the Dominion Parliament 
has legislative jurisdiction to impose such regulations 
and until a competent judicial tribunal has decided, 
that such controls would be "intra vires" of the Parliament 
of Canada, any discussion or recommendations are premature. 

This Association's view is that the Canadian 
Constitution vests the authority for such regulsetions in 
the various provinces and this section of the Associa- 
tion's submissions will not be a "legal" brief in support 


of its opinion as no effective decision can be reached, 
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The view of the Association, however, is 
supported by the opinion expressed in the Report of 
the Royal Commission of 1931-32, headed by the then 
Chief Justice of Canada, an acknowledged authority on 
constitutional law, which stated that "under the 
Constitution of Canada, regulation of road transport 
falls within the exclusive jurisdiction of Provincial 
authorities". This opinion was also shared by the 
Provinces of Quebec, Ontario, Manitobs and Saskatchewan 
before the Senate Committee at the discussions on a bill 
proposing to regulate commercial vehicles in 1937. 

As to the desirability of Federal regulation 
of road transport of an interprovincial or international 
character, the Association is strongly opposed. The 
chief objection may be summed up in the words of Lord 
Atkinson in the judgment of the Judicial Committee of the 
Privy Council in 1912 Appeal Cases at page 342 in the 
case of City of Montreal vs. Montreal Street Railway. It 
was pointed out that intraprovincial traffic would be 
under provincial regulation and interprovincial traffic und 
under Federal regulation which was described as "a most 
unworkable and embarrassing arrangement", 

The situavion under review was whether the 
Montreal Street Railway was under Federal control on its 
through traffic because it was connected with a railway 
declared to be a work for the general advantage of Canada, 
The Judicial Committee decided it was not within the 
jurisdiction of the Parliament of Canada. 


The "unworkeble and embarrassing arrangement" 


applies to road transport between provinces. Suppose a 
commercial vehicle runs between two points in the Province 


of Quebec with occasional runs into Ottawa. Is it to 
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be subject to two sets of regulations? Or, if a 

company runs between Toronto and Montreal, is that part 
of its freight delivered in Port Hope, or Kingston, to 

be regulated by a different set of rules than the freight 
on the same vehicle that is delivered in Montreal? What 
is interprovincial traffic? Is a trucker engaged in 
interprovincial traffic if he picks up goods in Owen 
Sound and delivers them to Kingston, from whence they 

are shipped to Montreal by another carrier? 

This Association, therefore, respectfully 
Submits that any attempt of the Parliament of 
Canada to regulate interprovincial or international 
road transport would be ultra vires of the Parliament 
of Canada. From a practical standpoint, the imposition 
of additional regulations would be intolerable to the 
people of Canada who would be affected throughout the 
length and breadth of this country, 

Discrimination Against Highway Transport 
Evidence of the circumstances surrounding the 
operation of the ferry by the Canadian Netional Railway 
between New Brunswick and Prince Edward Island has already 
been submitted to the Commission by the government of 
that province, This Association concurs in the view that 
this situation should be remedied. 

Your attention is called to the current ban on 
truck traffic through the National Parks of Canada, 
Although commercial motor vehicles may enter such parks 
and depart therefrom, they are not permitted to use the 
highways for through hauls. If this order is intended 
to protect the railways, it is respectfully submitted 
that it should be reviewed and revised. 

The attention of the Commission is further 


called to a recent order by the Federal Minister of 
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Agriculture dealing with subsidies on the movement of 
grain from lake ports to inland points. .Prior.to the 
publication of this order, no distinction was made be- 
tween the various means of transportation, The result 
of the order, however, was to deprive the motor 

carrier of the subsidy granted to other transportation 
egencies, whereas the railways continued to receive the 
subsidy. 

The Department of National Revenue has seen 
fit to indicate a preference for railway transportation 
with regard to the movement of bonded traffic. The 
Honorable C. D. Howe, addressing the Canadian Good Roads 
Association Convention in 1940, stated: "At the present 
the Dominion Government maintains a slight deterrent 
against trucking across international boundaries by its 
policy of withholding the privilege of bonding goods 
moved in trucks. By this means it has prevented inter- 
national highway movements that offer little advantage 
to the people of Canada, and that would, on the other 
hand, be immensely advantageous to established forms of 
transportation, I do not think that the withholding 
of the bonding privilege is a proper and satisfactory 
means of control for this purpose, and if I ever return 
to the Portfolio for Transport, I may introduce legis- 
lation to implement the undoubted legal right of the 
Federal Government to regulate international traffic," 
Although this Association disagrees with the Honourable 
Minister's opinion of the law, his statement of policy 
PS vibiuminating. 


Another instance of partiality appears in the 


Importation of Intoxicating Liquor Act which was passed 


by the Dominion Government in 1928 and which prohibits 
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transportation into any province from any place outside 
Cenada of any intoxicating liquor (with certain minor 
exceptions), although not applying to common carriers 
by water or to railways, 

Railway Operation of Highwsy Transport 

The two transcontinental railways are both 
operating highway transport services, 

Two methods have been used by the railways 
to enter the field of highway transport: 

(1) Certificates have been obtained from certain 
provincial authorities to institute highway 
transport operations within the jurisdiction 
of the respective province. 

(2) Established, independent highway transport 
firms have been purchased, 

The degree of entry into highway transport by 
the Canadian National Railways has been slight and has 
never been effected through the purchase of existing 
trucking operations. 

Substantial entry into highway transport has 
been achieved by the Canadian Pacific Railway. 

The C.P.R. subsidiary, Canadian Pacific Express 
Company, has expanded a portion of its trucking operations 
from city collection and delivery to over-the-road 
highway transport service. The Express Company has 
secured from provincial regulatory bodies operating 
rights on certain highway routes in Nova Scotia, New 
Brunswick, Quebec, Ontario, Manitoba, Saskatchewan, 


Alberta and British Columbia, 


Since January, 1947, The Canadian Pacific 
Railway or its subsidiary has purchased seven independent 
highway transport organizations in Western Canadas. It 


is notable that all seven of these purchases dealt with 


. 


fe 


- 


a 
ag? 


“) 


Aegan 


: 
as ey 


oy 


i 


ty 


v 


et a ae 


= tans BX SWiles ot 


+ iene 


os 


~ 9637 - 


trucking operations which were, and remain, competitive 
with the Railway Company. 

The first purchase, that of a trucking firm, 
operating on Vancouver Island, is recorded in the 
transoript of evidence heard by the Commission in 
Victoria and Toronto, This purchase was consummated 
directive Dy sche CP pai 

There followed the acquisition of six highway 

transport organizations in British Columbia, Alberta, 
Saskatchewan, and Manitoba, These six purchases were 
consummated by the subsidiary Canadian Pacific Transport 
Company. 

The rapidity with which this program 
proceeded under the aegis of the subsidiary Canadian 
Pacific Transport Company is manifest. Within the 
eight-month period September, 1947, to April, 1948, 
2,/00 miles of Western highway routes were acquired, 

The financial resources of the railways 
enable them to acquire rareadily and ready-made com- 
petitive transportation companies. There is taking 
place a gradual process of integration of the various 
types of carriers under railway ownership. Nowhere in 
Canada today does regulatory policy exist which restrains 
or bars the acquisition of other types of carriers by 
the railways. In the absence of regulatory policy it 
is impossible for a smaller form of transportation to 
prevent its ultimate absorption by the railways. Lf 
such absorption continues unchecked the railways will 
ultimately control a very large portion of Canade's 
transportation facilities. 

The major investment of the railways is in 
railway transportation. The railways will undoubtedly 


continue to dominate the transportation field; the 
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chief concern of railway management with regard to 
competitive forms of transportation will continue to 
be the protection of the investment in rail 

transport. It is inconceivable that railway manage- 
ment would stand idly by and permit a trucking sub- 
Sidiary of the railway to reduce to a losing position 
a railroad line which had been paying its way. It is 
the belief of this Association that railway management's 
initial responsibility -- to protect the major invest- 
ment, rail transport -- will ultimately work to the 
detriment of competitive transportation facilities 
which the railways have acquired. 

It is pertinent to note that in its Annual 
Report for 1946, the U.S. Interstate Commerce Com- 
mission stated: "Having in mind .. ... the obvious 
public benefit to be derived from independent develop- 
ment of rail and motor transportation, we have looked 
with some concern at the apparent tendency of many 
railroads to acquire a substantial interest or prominent 
position, in the motor carrier industry .. . almost 
without exception we have conditioned all grants of 
certificates under section 207 in such a manner as to 
restrict the suthorized motor operation to service which 
is auxiliary to, or supplemental of, rail service." 

This Association believes that the independent 
development of the various transportation agencies is 
in the best interests of the nation. It is submitted 
thet regulatory policy should ensure the development 
of transportation agencies as completely separate and 
competitive entities. This Association knows of no other 
policy whereby the inherent advantages of each class or 
type of carrier can be preserved for the nation, 


This Association respectfully submits that 
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if this regulatory policy is deemed necessary in the 
national interest, its implementation would require that 
no form of transportation be permitted to acquire the 
ownership and control of a competing form of transporta- 


tion. This Association therefore recommends that the 


Reilway Act of Canada be amended so as to prevent 
acquisition of highway transport operations by the 
railways. 

Agreed Charges 

The Transport Act of 1938 introduced the 
principle of Agreed Charges. Thts "Act “effectively 
denies to highway carriers the right to be heard even 
though their business may be seriously affected by the 
decisions of the Board of Transport Commissioners. 
Attractive railway rates for shippers of large volume 
invites participation in such agreements while at the 
Same time destroying any incentive for efficient and 
speedy transportatinn by highway and is prejudicial to 
the small business man. 

As a result of the economic conditions in 
Canada since the "agreed charge" principle was adopted, 
few agreements have been made. In the event of 3 change 
of economic conditions resulting in an intensified com- 
petition for,existine tratfic, the increased applica- 
tion of this principle will imperil the established 
highway services to the detriment of the public. 

The railway ergument that trucks operate only 
during the summertime and invite traffic to return to 
the railways during the winter is frequently advanced as a 
reason to justify the theory of agreed charges by the 
railways. This description of truck operations is not 
accurate and the Commission is therefore invited to 


review the underlying reasons for this new weapon of 
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rate poupee ere 

The principle applied in the establishment 
of an agreed charge is not applicable to a shipper 
Who Sselis goods rsO.5, Tactory,’” invsuech cases the 
manufacturer does not select the carrier and is there- 
fore at a competitive disadvantage with the shipper who 
sells goods on a delivered basis. 


The Judicial Committee of the Privy Council 


recently decided that the effect of an agreed charge 
on the objecting carriers! business and revenues is a 
relevant consideration for the Transport Boaed. The 
approval of en agreed charge has been withheld when 
it was shown to be unduly prejudicial to a water carrier 
who had participated in the carriage of a traffic and 
resulted in an undue or unfair advantage. The Transport 
Act of 1938 gives to carriers by water and air an 
opportunity to defend themselves but denies such an 
opportunity to carriers by motor vehicle, 

Agreed charges are available to all shippers 
who can quelify under conditions similar to those 
affecting the parties to the agreement. By reason of 


economic, geographic and other disadvantages, certain 


sections of Canada and certain classes of shippers are 
adversely affected by this principle of transportation, 

This Association respectfully submit that 
the principle of agreed charges is inequitable and 
should be removed from the statute. 

Regulation of The Trucking Industry 

The fundamental regulatory measures under 

which the trucking industry is governed by nine of the 


ten provinces are summarized briefly as follows -- 
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MR. HUME: I don't think you need to go any 


further. 


THE WITNESS: That concludes our submission, 


with the exception of the last two paragraphs. 


This Association has long advocated two 


fundamental measures of provincial control over highway 


transport: 
(1) Control of entry into the field by requiring 


the potential operator to prove that his service 
is required from the standpoint of public necessity 


and convenience; 
(2) Control of highway freight rates. 


This Association regards these two measures 
of control as complementary and believes that to be 


wholly effective they should co-exist, 


This Associstion further submits that uniform 
provincial operating reguletions of the trucking 


industry are necessary in the public interest. 
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MR. HUME: The arrangement is, if you will plcase 
Stand down at this time, in the presentation of the 
AssociLation there are certain people here who have come 
Qa great distance with information on one or two 
Specific. points. 

VA Oe Mies Tey ore. 

JACK TAYLOR: 

EXAMINED BY MR. HUME 

Q. Mr. Taylor, you are from where? 

As Calgary, Alberta. 

Q. What is your position with the Canadian 
Automotive Transportation Association 

A. JI am Second Vice-President of the 
Association. 

Q. I understand that you have come here to 
cover one or two matters in connection with the truck- 
ing industry as you understand it? 

PMN Metals eRe 2 aod Ri oa iy aa 

Q. The first thing I want to know is if you can 
tell the Commission of some examples of hauls in the 
Province of Alberta with which you are familiar. 

A. Commissioners and sirs, we have one truck 
haul from Calgary to Lethbridge and froin Lethbridge to 
Cardston, a distance of 205 miles. This operator has 
been hauling on that route for the last 18 years. We 
have another ---- 
| MR. O'DONNELL: Please give us the name of the 
trucker? 

A. That is Mr. Cooper, William Cooper. We have 
another haul from Calgary to Preston, British Columbia, 
a distance of 340 miles. That is Dench of Canada Limited. 


We have had continuous service for the past four years 
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from Edmonton to Dawson Creek, a distance of 500 miles. 
I don 't tenis the owner's name. There is a truck haul 
from Regina to Edmonton, a distance of 757 miles. That 
is Dench of Canada Limited. We have another truck 
service which has been operating, to my knowledge, for 
the past twelve years from Coutts, Alberta to Edmonton, 
a distance of 400 miles. That is the Canadian Freight- 
Ways. Rice Brothers of Great Falls, Montana, are 
operating a truck service from there through Alberta and 
British Columbia to Fairbanks, Alaska, a distance of 
25e2 miles. 

MR. HUME: 9. How long has that service been in 
operation? 

A. It has been in operation approximately 
eighteen months. We have another service from Edmonton 
to Lower Hay River, a distance of 741.5 miles. 

There are four carriers operating on that road. There 
is the Metric Brothers, Edmonton, Grimshaw, Yellowknife 
Transport and Woodward Transport, and I just can't recall 
who the fourth is. Pardon me; Mea's Transport. 

Q. Is there anything else you want to tell the 
Commission about? 

A. We have a number of others that might be 
interesting. 

THE CHAIRMAN: Q. Do you know the rates on the 
line from the United States to Fairbanks? 

AfooL ean't ‘answer that. 

MR. FRAWLEY: Q. Is there any way of finding that 
out? Do Ricé Brothers :know of that? 

most >) ameaediue Chew dow Kictimegine-t¢ aould be a 
competitive rate, and I will endeavour to find that out 
for the Commissioner and if it is available it will be 


filed through our Attorney. 
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MR. SINCLAIR: Is that U.S. Government freight? 

Ane Indefinitelyocan't answer that¢ 

MR. HUME: Q. I asked you whether you had any 
other examples of hauls that you wanted to speak of? 

A. Yes, we have a truck service from Oklahoma 
to Red Deer, Alberta and from Wichita, Kansas to 
Edmonton. 

Q. With regard to the routes, how many 
operators within your personal knowledge have been 
carrying on established runs for ten years or longer? 

A. i have here a list of ten names which I can 
IVE. VOUrR 

Q. I don't think we are interested in the names 
unless someone else is. 

MR. FRAWLEY: Dench might be interested, 

MR. HUME: Q. You said there were ten. 

A. I had a list from which I have taken names 
which I can give you. There were 124 names on this 
list and there were approximately 30 who had been 
operating thirteen years or more, 

Q. I understand you want to tell the Commission 
about the effect of the National Park's problem. 

A. Yes, on August lst, 1940, under the authority 
of Order-in-Council P.C. 1249, dated the 18th day of 
June, 1919, upon instructions from the Department of 
Mines and Resources, Ottawa, on August 17th, 1940, 

Pad = cennings, Superintendent, Banff National Park, 
advised the Banff Advisory Council as follows: 

"(1) That, as from August lst, 1940, 

Banff, Jasper, Yoho and Kootenay National 

Park Roads Were banned to through truck 

trattio-. 
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- 9645 Mr. Taylor, cr-ex., 
(2) Trailer and semi-trailer units were 
henceforth banned in these areas. 
One truck operator residing at Golden, B.C., 
operating a.daily service and using three 
trucks was immediately ruled off the highway. 
Golden is 199 miles from Calgary. This 
operator and many others who were hauling 
livestock from Golden, the upper and lower 
Columbia Valley were also immediately ruled 
off this highway. A semi-trailer van, used 
by the Economy Express operating from Calgary 
to Banff was also placed on blocks by virtue 
of this Federal Order. 
This prohibition was opposed by the Retail 
Merchants of Banff through their Association, 
the Banff Advisory Council, the British 
Columbia Interior Vegetable Marketing Board 
of Kelowne, B.C.,Manley J. Edwards, Liberal 
M.P. for West Calgary and the Council of 


Golden, B.C. All however, to no avai?" 


(Page 9700 follows) 
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Q: Anything more you want to say about that 
ie: Taylor? 
As ot have here some extracts from @ letter 
which was written by Mr. W. J. FB. Pratt, private 
secretary to the Minister of Mines and Resources, 
Doe Honourable “). A. Crerar, which indicaves. the 
unique position taken by the Department; 
"T would refer you particularly to 
pie last opart of the above Order which 
makes adequate provision for bringing 
rere cup Lem. 
it will be noted that the. Superintendent 
may issue permits for transporting 
Proiene, wolch as. in his opiniin. 
Consideped, cssential for conduct of 
business in the Parks providing the 
hauling of the freight cannot adequately 
be taken care of by existing rai lwey 
Pactiicies .! 

Stil] concinuinge the quotes >: 
"Tt is suggested that the truck operators 
absorb the moderate charge made for the 
use of the Park roads in their tariff 
structure. It is understandable that 
this would not meet with their desires 
ao “At would e1ve them less ofa margin 
to compete with the railroads. You 
will appreciate that the Department 
must keep in mind the interests of all 
those who are concerned, including the 
two railroad companies." 

Q: What about your highways in winter time? 


A: Our highways in the Province of Alberta 
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in the winter time for the past number of years, 

I don't know of any main highway which hes been 
bDilocked for more than sixto eight hours. Last year 
the road bans on the main highways lasted for three 
days. 

Q:° And lastly, the extent to your own knowledge 
Ol whe Ancernationel and interprovineral trarfic 
emanating’ in your particuler province? 

A Ee eoMm Tne VPPoOvitice: Cr Miberta Ul believe 
there “are fourteen licences “issued for interprovincial. 
t@don ct Knovvor any licences’ for“internecvond e rrargziec 
Tone Provence oF 2 lperre - 

Ge band -would some of these (licences siso ‘carry 
to nerehbouring provinces? 

Rei ves, *parcvcuLarty the “Province or 
Saskatchewan. 

Qs Mr. Chairman, if there’ are-any questions 
on the matvers that Mrz) Taylor has*come down te *eive 
information on, I know he would be glad to answer them. 

THE CHAIRMAN: I notice the Dench Company 
was mentioned by Mr. Magee as being a member of your 
Reso rtau2on. Tis “that rieny? 

MR. HUME: No, the Association has as its member- 
Ship -chly chosessix Associations listed on the front of 
thee Drie i: 

THE CHAIRMAN: He used the words “we have" and 
I thought among those he said "we have" he mentioned 
the Dench Company? 

MR. HUME: I think he .. ‘referring to the industry 
as a whole, but insofar as the membership of that Company 
or any other railway company in this Association is 
concerned, I understand they are members of the British 


Columbia Association, but there are some others who are 
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not. If you want that information we will cet it for you. 


co 
Ww 
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CROSS EXAMINATION BY MR. SINCLAIR 

Q: neve 18 Only one question T heye, Mr. Taylor. 
You said that the road bans for last year were only on the 
mei im (cs for two Or cthree days? 

Re Th pes. Cavs.. 

Q: How long was it on the secondary roads? 

At jWell, that depends. In different parts of ‘the 
provinces - last year T don't think (and I refer now to 


the secondary roads as those built of earth and gravel) I 


don't think the ban was on more than two weeks on any of 


those. 
Q: On important roads? 
As ‘On importent roads. 
Q: How long was the ban on unimportant roads? 
THE CHATRMAN: That is two questions, Mr. Sinclair. 
Mi ONC Uris Yes it didn't know he waar dif - 
ferentiating. 


A; That is most difficult to answer because our 
unimportant roads may be roads leading in through woods 
which are practically unused. 

CROSS EXAMINATION BY MR. FRAWLEY 

2) oN Vay Vor TOU Talked spout) coe Oo On Druck 
transport through the National Parks? 

ft elie oa Pe rG.. 

Q: Do you know if that would represent an obstacle 
to the traffic between Alberta and the West Coast? 

Aa Yes, “f would think so. Iam in possession of 
that information as I have here a clipping from Victoria 
dated October 20th: 


"Public Works Minister E. C. Carson said 
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Wednesday, British Columbia has not yet 
decided which route through B.C. should 
be chosen for the Trans-Canada Highway. 
Alberta recently decided to support the 
road which leads to the Banff-Bic Bend 
roure in thisrprovinee.o But Mr. Carson lsaid 
BV VOLS thhoidine vite decision until all 
actors have been examined. 
He said one point to be settled is the 
matter of trucking and other commercial 
routes through the fedéralypark areas 
which @S traversed by.therBenrrosBige Bend 
route." 

Qey-invotnecer worday Tiithersewaseirectirucking 
through the national parks there would be considerable 
driterprovincialvtrucking between Albertaiand British 
Columbia? 

fe LThagerse right; "airy ves 

Q: At the moment is that ban effective? 

A lM yesyAaderinive dys 

Oro Theat therershoudd bene commercial trucks 
proceeding through the Banff Park or Yoho Park through to 
British Columbia? 

As UTRAatal se rrence. 

Q: The Big Bend Highway, in otner words, cannot 
be used to take traffic from Alberta to British Columbia 
to its destination? 

Asso Throughithe mational parksy.that dsvright. 

Q@: And in your opinion is that the logical way in 
which the traffic should go? 

A: Oh yes, the traffic from the upper and lower 
Columbia valleys and from Golden, that is the natural way 
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Q: Do you know whether there was for a long time 
a ban on trucking through by highway from Alberte to 
British Columbia over United States highways? 

Bol Unbelievedtheréet wasearprokibition theres Liam 
not too familiar with that condition. 

Q: The prohibition had to do with the inability 
of a trucker to become a bonded carrier? 

AteatThavsissrient., wes. 

THE CHAIRMAN: Didn't you tell us at the beginning 
you were anxious to det these people ec 

MR. HUME: No, I am afraid you misunderstood me. 
The reasons put to me were that Mr. Magee, who read the brief 
would not be cross-examined on that brief today and would 
stand down but that as some of these gentlemen have come from 
considerablendistances/tonsatatencertaintfacts itonthe 
Commission, that we would try to get through with them today 
so that they could go home and not wait over until Sask- 
atchewan has finished. Mr. Magee is coming back for cross- 
examination on the brief and another witness. 

THE CHATRMAN: It looks as if they may have to keep 
until tomorrow. \Go.onhMr.«O'Donnell. 
CROSS EXAMINATION BY MR. O'DONNELL 

Q It i8ce veryuditficul tethinerto' cerry’ aiwhole 
array of facts In ones:head andshave to use them three days 
eS. cer One, Gxpec vedn oo pavyerused) Them: Fhe transcript: is.all 
broken up and you find trucking on one page and then another 
Witness onmanotherosand«so:on.: oMra <Taylor, are you the 
gentleman who undertook to force the Public Utilities Board 
or the Board that supervises the ctruckingicertificates “in 
Alberta to hold hearings concerning the granting of certi- 
ficates? 


As Ne- Sir. 
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ee Vou “are noo the Mra Teylor that..did that? 

ASV NOr | 

Q:; Are you satisfied with the type of truck 
control that there is at the present time so far ,.as the 
Pesuance “or -cercifvicates fs concerned in Alberta? 

A: No, I would not say we are satisfied. Most 
of our truck regulations in the Province of Alberta 4re 
quite savrsraccory . 

Q: Are you aware that an endeavour was made to 
force the holding of open hearings with respect to the 
granting, of vruck licences? | 

Ae” Ves 

Q: Can you tell the Commission what the outcome of 
it was? 

Av’ Welty il don 'teknow-df tsewouldibetheipful or 
nour *l-nave nov obyeckionr to tel ling’ them? putwitc tewsome thing 
that has gone past. 

Q: How long ago was that? 

Aa VOS6.0 7) believes 

Q: The law has been changed since then? 

A Yes, the law was.changed) directly after that. 

Ve" Do you ‘operate trucks: yourself? 

A No. 

te WOU are MNereiwy ta cvepresentative of the Canadian 
Automotive Transportation Association? 

APowhavy Tseyvient. 

Q: And your Association is not operating or rather 
the members are the only operators? 

A SOTA TeHerieehec 

Q: Have you any records or access to operating 
costs on your individual members? Do you keep any control 
of that kind .of ‘thine? 


As We would not have access. That is their 
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private business; it is not available. 


Ws 


You are merely 2 propaganda OTechizeayi.on for 
the purpose of fostering the truckers inverests? 

A: I would hardly say that. The function which that 
organization performs is to make representation to provincial 
and federal bodies in regard to regulations governing motor 
transport in the Province of Alberta. 

Q: I may have been slightly misleq by the form of 
the exhibits 125 and 1269 

ae Viney were startling, yes. 

Q: I assumed they were rather Dropasendistic in 
their nature. Does your branch of the Association Support 
the recommendations of the Association that there Should be 
control of highway freight rates? 

A: We support and recommend the brief of the 
Canadian Automotive Transportation Associn2tion which was 
read to you by Mr. Magee. 

Q: Do you think it would be adviseble that ail 
truckers should be obliged to keep records of operating costs? 

A: It would be an advantage, yes. 

Q: And that such a record should be made available 
to public bodies that might be interested in the administra- 
tion of the regulation of trucks? 

A: That would be satisfactory. 

Q: And of truck rates? 

he ae Le rent. 

@: “And’so far as your branch of the Association ig 
concerned, you would have no objection to asking an operator 
or Operators who are members of the Association to make 
available their records of operating costs end the rates 
actually charged by them and collected by them? 

A: Available to whom, Mr. O'Donnell? 


Q: To the regulatory body? 
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Mike RAW GEYe “Ne Taylor, Lewould like po clear 
something up. You are the Vice-President of the 
Canadian Automotive Transportation Association? 

Me Shoes tCOrrecy . 

Of Ther Association was mo trucking operators 
as its members? 

He DU eV cimaubic weaned aa eae 

Oo. Purciyias Ate members iu nas vile provincial 
associations? 

ey inet a bene 

Q: But you are the Secretary of the Alberta 
Motor Transport Association? 

ior het, Te ye Lenu. 

4: And in fact the membership of the Alberta 
Motor Transport Association consists of personnel 
operating motor transport companies in Alberta? 

Ae) WE aie asa ei 

Q: One more question. Are you asking this 
Commission for a recommendation with respect to the 
reculation of Grucks \insskiberva? 

ee cole 

MR. HUME: Thank you Mr. Trylor. 

THE CHAIRMAN: You have another witness, have 
Vou? Hume ? 

MR. HUME: Well, the witness is Mr. Buckman from 
British Columbia with some facts from that province. 
He will be available in the morning if the Commission 
would prefer to arise now at a quarter Tjek A es 

THE CHAIRMAN: He will be here tomorrow will 


phen? 
MR. HUME: He will be here yes. 


-- The Commission adjourned at 4:45 p.m. to meet again 
on Wednesd2y, Novemmer the 23rd, 1949, at 10:30 a.m. 
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GENE L. BUCKMAN - Called. Examined by Mr.Hume. 
Cross examination by Mr. Frawley - - - - 


EXHIBIT No.127: Pamphlet entitled "Highway 
Traffic Regulations of the 
National Parks Service - - ~ 


Cross examination by Mr. Sinclair - = «= 


J.B.McEVOY - appeared for the Associated New- 
CT Tig te WW Wale ORG tok bcm epcnle- tole, it ke neu ee 


Presented brief - supplementary submission 
of The Associated Newfoundland Industries 
Limited - = +--+ -+ s+ --+ s+ -=+-+ =e = = = 


EXHIBIT No.128: Five copies of submission of 
Province of Saskatchewan 


DR. G. E. BRINTNELL - Called. Examined by 

Mr. MacPherson = = = = = = = = = = » = = = & 
Presented brief on behalf of Pee Ed ‘ep @ 
Saskatchewan =~ =< = «= © 8©« = = ws = == «= 


Noon adjournment - = = =~ == -+-<- == += = - 


DR. G. E. BRINTNELL Recalled - Examination con- 
tinued by Mr. MacPherson.~ « = - © - == =-«- 


EXHIBIT No.12e9;: Original of Fig.III in Sask- 
atchewan Brief - ~ =~ --|-- - = 


EXHIBIT NO.130: Table showing proportion of 
cattle shipped by rail and 
truck in Saskatchewan - + «= =- 


Adjournment - ---+-+- 2-2 -+2+ 2 2- +--+ - 
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Bae COVER Oils O's 
G. GpeDesmarats .iKsGC. 


Royal Commission on Transportation 


Hugh E. O'Donnell,K.C. 
Haver cr.e., KC. 


Canadian National Railways 


PC coe Vans, exe; 
sounClaly, 


Canadian Pacific Railway 


) 
) 
CU. Penecarson.k.c . | 
) 


dA) 
Wilson E. McLean, K.C. Province of Manitoba 
GeD 


.D.Shepard 
M.A.MacPherson, K.C. 
P.CrGronkite, K.Ci 
J.J.Frawley, K.@. 


Province of Saskatchewan 
Province of Alberta 


C.W.Brazier Province of British Columbia 


) 
BP eDeome bi, Kw « Province of Nova Scotia; 
Transportation Commission of 
the Maritime Board of Trade. 
J.Paul Barry Province of New Brunswick. 
F.R.Hume 
M.L.Rapoport 
) 
) 
) 


Canadian Automotive Trans- 
portation Association 

R.Kerr Board of Transport Commissioners 
W.E.Darby, K.C. Provinee of Prince Edward Island. 


The Associated Newfoundland 
Industries, Limited. 


Pee GuLVOy, Biel. 
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ROYAL COMMISSION ON TRANSPORTATION 


Ottewsa, Onterio 
Wednesday, iiovember 23, 1949 


MORNING SESSION 


MR. COVERT; Mr. Chairman, there is one witness 
to be called by Mr. Hume, and then, I think, Mr. 
MiacPherson hes agreed to give Mr. Mc&voy an hour of his 
time, anc tren we will go on with Saskatchewan. 

Ml. HUME: Mr. Chairman, for reasons explained 
yesterdoy, tic presentation of the Conedian utomotive 


Transportetion Association is being delayed, but Mr. 


Buckman, es it wes arranged, is to give his evidence this 


mornings. 
MR, GENE L, BUCKMAN CALLED 


9. Mr.. Buckman, you are the secretary-manager 
of the Automotive Transportation Association of British 
Columbia ? 

A. Yes, sir. 

9. And that association is one of the six members 
of the Canadian Automotive Transportetion Association? 

A 2G Ves, Sits 

Q. Mr. Suckman, I understand thet you have sone 
information that you wish to give the Gommission on longs 
nauls in connection with your perticuler province? 

A. Yes, sir. Hume; we have quite a number of long 
heuls in the province of British Columbia, pretty much 
throughout the province. I might start at the northern 
section of the province end quote the line known as 
Wilson Freightwavs who operate out of Dawson Creek es 
far as Whitehorse ond, I believe, Fairbanks, a distance 
of 1500 miles end upwards. 

Q@. Whet was the distance? 

A. A distence of 1500 miles between Dawson Creek 


end Whitehorse. 
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~- O09 -- Mr. Buckman 


Q@. Is that a regularly scheduled service? 

A. No, it is a non-scheduled service, but takes 
place as required If we go back as far as Prince 
George, we have a regular scheduled service from Smithers, 

MR. O'DONNELL: Q. Who operates that? 

A. That is operated by the Johnson Transfer. Then 
at Vanderhoof, which is just outside of Prince George in 
a western direction, a line operates from V-enderhoof to 
Vancouver. That distance is something over 600 miles, 
That is scheduled service that has been in operation 
for a long time. That is the Lee's Transfer. From Prince 
George to Vancouver is a line called Carson's Truck Line, 
That distance is 563 miles. In between Prince George and 
Vancouver are other lines. I am thinking of the Huston 
Transfer operating between William's Lake and Vancouver, 
That would be a distance of between 400 and 500 miles, 
Then we have lines operating between Kamloops and Vancouver. 
One of them is the Vancouver and Kamloops Freight Line, 
The White Transfer operatesover that same route. AS a 
matter of fact, it operates from Vancouver through Kamloops 
down into the Okanogan Valley as far as Kolona. In the 
southerly part of the province we have lines operating 
between Vancouver and the Okan@égan Valley. There are 
freight lines operated into Ketowna and to Pendicton into 
Trail and Nelson. 

Q. What is the distance. 
A. This is a distance of roughly 400 miles. 
Then we have a line operating out of Vancouver into Trail 
and Nelson and Cranbrook. and the distance between 
ancouver and Nelson is 580 some miles. Then, of course. 
we do have the BC Seattle Motor Freight Compony which 
operates out of Vancouver ind they connect with an American 


line in Seattle known as the Los Angeles - Seattle Express. 


“= 


enht 


Shartt cada 


7 


Pry notes (Pore erecLL weg pitt ‘eo £ as acai hes 


»e 


s2 £ ce, bee 
ge: Creel ee 
ikke: cess 


¢, 


ais sxuririk 


eet esas qe hs stblechue smi], 


F ete on re on y ver bay 
ot: hosifieediien:, W merci: seteecem ab |) Qe sont 


aN sorode Rr fee 
{ 


eoditen: OS ceuw. nenliiiiiomor 
nadtanedo: at ceed! aod! Ted omtvevm oO 
asitedh gion! never evGad ante ah wa 
earend! Bho! srs) petition: emit & BE: conantany sriev: 
free comes starts! avawtiet air ea ot for at. Soe 
nysitigas fl centiti tin ave T. Leworedll aattiie: s ote 


od coco) 
ete bef ‘eee? 
amuanney 


malig, a 
av 
77 


rm 
spc: potent i ” 


es OP Sie Td ee wie Ett Rese cepts 
Jeanine fiese: cael! eee «= ecient, Getic "RS 
' 
¥ 
1) 5 es 1 = , see pe  . — wee, 2) Vagus rs : ; . , 
wedi Bae Hoes: Ht wend Peo ahs sctiait 5. of BLlwow eect ‘i 
’ : : 
: f 
5 4 u y = agcti-[) gyeye ; : . 
“sora foo eqroolinae eenwiess sanitiewee aonk! ever om) matt” f | 
aS 


ie ee shat: “oie Paws a a. gl . pipet he see ot 
ete tintiot! eqcnlive fore tamer oft! me mans Te axes, ) 
ue 
« ; 
; ; : ASE ee gt RR aerials pace. weet: ie ait 
“ we  apthowe sapete thot «pun aatiogesqs, weigeetl oFkee: Sir. 
‘ ! 
acdinn®. dharosit comaari’ wet eadeotece tur .¢os) To tedttenr 
« 
‘ Es ‘ " uns FG). : = = o> af hee a he ; 
Mw fp. fir 79? oe fee! ered env? otal maak As 
. = ne _ 
i 
micas pee IOS af. ayer ow ocetwii ome To Aig pias, 5 
7 
wee ot r iP acai Heri: od Biss eyenesgeY geawhed 
=) 
ogai acts oot. YY: moive tat bettnage gentl tlhe. 
ra Wwe LAH rte: 3 bag 2s Bi 
> 
: ececee the pe oe ober 
oer heit anh ak. fee <.o 
1 
ae wt pyr ft ahs _— nes) gel pacman oar my be be gays 
Gai 8 a rere oe rt Ic Seesaw ¢ S Bt eid? vied. " 
as 
oe \ a P , 7 + - m ei Sag - < 
fee? otah teypcomy tm cao geiicreos eek 
re t Somheth oot faa “ers 
,* ~~ = oad f 
-@8neo To owned Tio armen GGA wee ced aes bart hicinieile 
da tdie ono. tdietes Aomae of het 2 at estoeiad: 
i Ptiag 7 as 
7 | . 
a e +3 re ° + P ee , 9 2 > rs a 
Pear oS Gilet. Loe > aed Cy fi, } SORTS Sie E 


- 9710 - Mr. Buckmen 


In fact, during the ware freight had to be moved in a 
hurry and it was not unusual for us to move steel from 
Henry Kaiser's plant in Fontana,Californi2 in ec matter 


of 48 hours 


(Page 9713 follows) 


- 9713 - Mr .Buckmen 


oo el cainine ghey 13 SUrPratent. Now would you 
tell me the number of those operations that have been 
in regular service, say, over fifteen years. 

A. I was handed a list the night before last, 
and the total-List was about 75 names of carriers: who.were 
licensed in British Columbie fifteen years -go. Of that 
Tist’ IT“recognized 42°as ‘still’ being in -businesss i did 
not recognize twenty. I recognized 4 out of the list 
as heving gone out of business to my knowledge. We have 
of course many well known and established citizens of 
British Columbia who have been engaged in the cusiness 
of moving freight by. motor vehicle for many many years. 

We have George Shead of Port Alberni , we have Edward Cliffe 
of Courtenay, we have John Scoular of Victoria and Joseph ' 
Heaney of Victoria, Johnson National Transfer, and Arrow ' 
Transfer in Vancouver. We have them all through the 
province. Their names are legion. 

Q. May I ask you then whether or not the scheduled 
services operate all the year round or only in the good 
weether es has been suggested. 

A. They operate all the year round. 

Q. What about your roads in the winter time. 

A. The roads are open in the winter time. 

Q. Thank you, Mr. Buckman. 

CROSS-EXAMINATION BY MR. FRAWLiY 
Q. Mr. Buckman, you spoke about 2 movement 


Vv 


from the interior to British Columbia, to the coast to 


a) 


Vancouver. ‘Did 'gome of’ that traffic go “into th 
United States and then 2long the United States Highways 
and then back into the lower main land?. 

i le 


QO. And was: there at sometime 2 difficulty in 
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connection with that kind of movement? 
A VWinere was a difficulty. 
ae 


w 


A customs regulation? 

A. Yes, Str. We suspected that difficulties 
were being added to the movement of the traffic although 
we did not know why, but it did become difficult to secure 
Canadian customs bonds to permit us to take freight into 
the United States and back into Canada. Of course, we 
could see no reason why we should not take Canadian freieng 
into the United States for a short period of time end 
DEing Atuback into Canada. <The difficulties, I would say, 
we managed to iron out. 


Q. I suggest to you there was a Customs regulation 


Vv 


passed 
in 1901 which restricted the bonding privileges to 


railway carriages. 
A. Yes, sir, that is correct to my knowledge 
as fdr as I know. 
Q. And my further understanding is that it was 
about 
not until the Geneva Covvention of two years ago that 
traffic could move freely freight in Canedian bond over 
United States highways and back into Canada. 
Avo dna 1s orpect -lsiir. 
THE CHAIRMAN: By truck? 
MR. FRAWLEY: By truck, my lord, 
COMMISSIONER ANGUS: Mr.Frawley, are you referring 
to Canadian or United States regulations? 
MR. FRAWLEY: Canadian regulations, Mr.Commissioner,. 
I have that old regulation and I might file it for the 
information of the Commission. 
Now, Mr. Buckman, you say there is a scheduled 
truck operation from Kelowna to Vancouver? 


AY. Yes, sir. 
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| Q. Is there a scheduledtruck operation from Kelowna 
to Calgery? 

Beto; pL. 

Otand way is) that? 

A, Mainly because of difficulties encountered 
in travelling that distance. 

Q. Yes? 

A, The route which is available to svoid national 
park barriers sets up extreme mileages. 

Q. Would the direct route be from Kelowna over the 
Big Bend highway through the Yoho National Park, and 
the Banff National Park into Calgary? 

A, That in my opinion would be the direct route, 

Q@. And that is banned by a regulation of the 
Department of Parks? 

Nee LOS ie, 

MR. FRAWLEY: I would like, Mr.Chairman, to file 
a set of regulations which I obtained only this morning 
called "Highway Traffic Regulations of the National Parks 
Service". 

MR. COVERT: That will be 1°27, 
EXHIBIT No.127: Pamphlet entitled "Highway Treffic 
Regulations of the National Parks 
SoeErVice:, 

MR. FRAWLEY: And I would only call the Com- 
mission's attention to two of those regulations, Section 
6, sub-section 1, and Section 7. Regulation 6 (1) says: 

"No person who is not a resident of a Park shall 

operate or use within a Park any motor vehicle 

unless he holds a transient motor licence issued 
under these Regulations and has paid the fees 
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Then there is a proviso in connection with the Point 
Pelee National Park in Ontario which does not apply. 
then No. { says: 

"No transient motor licences shall be issued 
in Banff, Kootenay, Yoho or Jasper Parks to cover 
the operation of motor trucks on Park highways other 
than may be necessary for the transportation of 
freight, which in the opinion of the Superintendent 
may be essential for the conduct of business in 
the Parks." 

So that seems to be a very effective ban. Then, 

Mr. Chairman, I just want to call the attention of the 
Commission at this point to a short passage from the 
evidence in the 30 per cent casé. It is volume 741, 
page 1434 and 1435. At that point I was cross- 
examining Mr, Jefferson, the Freight Traffic Manager 
of the Canadian Pacific on the subject of fresh fruit 
and vegetables from Vernon and Kelowna to Calgary as 
against the transportation of similar fresh fruit and 
vegetables from Oakville in Ontario to Montreal, the 
reason for selecting those points being that the 
distances were almost identical, 

At page 1434 I called Mr, Jefferson's attention 

to the fact that the exhibit which I had filed (No. 42) 
shows that berries and peaches move from Vernon to 
Calgary on a rate of $1.04 and those same berries and 
peaches will move from Oakville, Ontario, to Montreal 
for 45 cents. 

"Mr, Pitblado: Not the same berries. 

Mr. Frawley: No, not as good berries, 
Q. That ts so, is 1t, Me. Jefferson? 
A. On the basis of those figures which 


have not been checked, yes." 
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Then I referred Mr. Jefferson to the tariff 
E1355B on the Canadian Pacific snd on the Canadian 
Nation CM195 which is called a spscial seasonal 
motor and water competitive rate on fresh fruit and 
vegetables. Then: 

oh, Mie fact, that. difference 428,)-to an 
ordinary layman not versed in the complexities 
of the Canadian freight structure, slmost 
incomprehensible because it cost®131. 1 

percent more ~60 ship those commodities from 
Vernon to Calgary than it does from Oakville 

to Montreal. You say the one has the mountain 
differential and the other is water and motor 
competition compelled." 

it is the answer I want to call to the attention 
of the Commission. Mr. Jefferson's answer was: 

A. i Yes,i there, isi no truck: competition of which 
I know from Vernon to Calgary". 

Thst is what I want to bring to the Commission's 
attention, with respect to the reason for including truck 
competition from Vernon to Calgary. 

MR. HUME: Mr. Chairman, there is one question I 
would like to ask in order to complete the record on this 
matter. Have you any information as to the number of 
vehicieS engaged in British Columbia in international 
and interprovincial traffic? 

A. AS close as I can estimate it the number is 50. 
A ies difficult figure to establish, 

THE CHAIRMAN: Any other questians? 

CROSS-EXAMINATION BY MR, SINCLAIR 


Q.. Are you familiar with the photographs in 
Exhibit 126 that was filed by Mr. Magee? 


A. Not very familiar, 
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Q. Have you seen them 

A. I have glanced over them. 

Q. You remember that in there there were some 
pictures-of loreing trucks? 

el Oe A oe i 

oO. ' The leasu one in the group that © heve isa 
large truck with semi-trailer on which are loaded two 
very large logs. Would you say that picture was a 
picture of a British Columbia logging operation? 

A. i don't know that it is a picture of © British 
volumDia Operation, but 1t looks like B.C. fir ion the 
truck. 

Q. And in British Columbia, Mr. Buckman, cdo 
logging operators build their own highways in many 
parts) Of the province? 

A. It depends what is meant by “highway”. 

QM. Roads, then. 

A. All the logging companies have to build their 
own roads because the timber stands are where there 
are no roade,. . They DuLid their own log roads to bring 
the logs to 2 point where they are eventually disposed 
of, usually taking them to water and booming them there. 
Ror uhe most (part eet aaa a are conducted on 
roads bullt by the logging companies. 

QO, Yes, then where those roads, that is the 
Logging roads, parallel the highways, Tor inevance on 
Vancouver Island, the logging operators keep off the 
fWichweys used by the general public. That is correct, 
Pee TO or 

A. IT am not familiar with a logging road on 
Vancouver Island which is built to DP eteee ine 


on the public highway. I am familiar with.a logging 
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YOIs Neer Vancouver: which parallels Tor a dis 
or about a mile the public highway end they heave a 
convinuation of a logging road which extends some 
toirLy miles back into the woods where the timber 
Scranie.. LowOULd mou Say cna.” Loerting conpenies 
cannot use the regular highways where it is necessary 
for them to do so, because they can and do use the 
highways where necessary. 

OO erie ln “Vey CanieO 2Q7US te Liew Lar. tte 
as to keep within weight limits put on the licences 
by the provincial regulatory autnorl uy? 

Piet. or COREG DU ene Mi te ger lien 
B00, Willd yary Where (there are no, bridges. ) “Bridges 
control the weight limits to a large exten. 

Q. So. sometimes municipal or provinc#al author-= 

4ees neve Dave to buLid' more expensive ‘end bigger 
brideces to Hhandle heavier truck. loads. 

ae Noy tiey CoOunot bulla the Dpigeeri pricces to 
Nene Neavrer rruck toads. ney ere merely pu lining 
the bridges to modern standards, and where the 
bus idine progress hes not reached a point where che 
bridges have “reached modern standards, .some of the 


bridges Create certain resvpicrvions. 
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Q. Modern standards meant to meet the traffic moving 
over them,, including heavily loaded trucks? 

A, That 18 correct. 

Q. Now, you said that there were trucks running 
between Vancouver, Nelson and Trail operating on re- 
gular schedules? 

Rh. Yes, 

Q. Now the Canadian Pacific operate in cars with 
l.c.l. freight and move them by passenger train to 

those points. Can you tell me how long it takes a 
truck to run from Vancouver to Nelson and Vancouver 
to Trail? 

Avis ame sorry, lL cannot. 

Q. How long does it take a truck to operate be- 
tween Vancouver and Kamloops? 

A. The running time is between 12 and 14 hours. 

Q. How long does it take the Cansdian Pacific to 
move their 1l.c.l. cars that are moved on their passen- 
ger trains between Vancouver and Kamloops? 

A. I do not know. 

2%. It is considerably shorter than 12 hours, though, 
you know that? 

AGEN YEN ao. nov: 

Q. You have never travelled between Vancouver and 
Kamloops on the Canadian Pacific main line? 

A. Yes, but I do not recall the time I took while 
I was on the journey, I am sorry. 

| Q. You might have got on the train at night, and 
you were not up in the morning when you went to Kamloops, 
Mr. Buckman? 
A. It was an over-night journey, as I recall it, 
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why I answered the question that way, I frankly 
have only travelled that way once, and that was some 
time ago, and I went sas far as Sicamous. 

THE CHAIRMAN: That was by passenger train? 

Peet eS. 

MR. SINCLAIR: 

MR. SINCLAIR: The Canadian Pacific from 
Vancouver operates over-night cars with l1.c.l. by 
passenger train between Kamloops to Okanagan points, 
Kelowna, and so on. 

THE CHAIRMAN: What is the distance? 

MR. SINCLAIR: Vancouver to Kamloops is approxi- 
mately 400 miles. 

THE WITNESS: (Myr. Chairmen, if I am correct 
I believe the mileage is 183. 

MR. O'DONNELL: Vancouver to Kamloops? 

A. Yes. 

THE CHAIRMAN: Your time table will show? 

MR. SINCLAIR: Veo. 2 Wolke pub Lb Or one 
record. I thought that a truck would do more than 
183 miles in 12 hours. 


THE CHAIRMAN: Any other questions? 
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MR. COVERT: The next brief, Mr. Chairman, is that 
of The Associated Newfoundland Industries, Limited. Mr, 
J. B, McEvoy, K.C. is presenting the case, Mr.Chairman, 

MR. MacPHERSON: Before Mr. McEvoy proceeds, I 
just wish to express what Mr. Covert has said, that 
it was quite satisfactory with Saskatchewan to have 
Newfoundland go ahesd at this time. 

MR. McEVOY: I am appearing for the Associated 
Newfoundland Industries, my lord, At this time, my 
lord and Mr. Commissioners, I would like to express 
to my friend Mr. MacPherson, K.C. of the Province of 
Saskatchewan, my very deep appreciation and sincere 
thanks for his kindness in making it possible for 
us to be here this morning, and at the same time, 

I would like to express to my learned friends, Mr. 
Covert ang Mr..Hunter,) of this Commission, our 

very deep appreciation and thanks for the innumerable 
kindnesses we have received at their hands. 

Now, in view of the fact, my lord, that I 
am strictly circumscribed in that I have but an 
hour to deal with the problem of secondaryindustry 
in Newfoundland, and if I would avoid prostituting 
the kindness that has made that possibie,, 1t follows, 
of course, thet’ cime must inevitably be of the essence, 
For that reason, therefore, my lord, I propose, 
subject to your lordship's approval, to waive reading 
tne Oriel of the sssocleation invo the record. I do 
ask, however, my lord, that the brief be taken as 
read and, therefore, incorporated by way of reference 
Lee ne record. 

I propose tneretore, if your lordship pleases, 


bo state as briefly and as concisely es possible in the 
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highly limited time at my disposal, a statement or 
a restatement of the position which secondary industry in 
Newfoundland presently finds itself in as the tenth 
province or Ceonada. 

I would like, however, before turning to the 
brief to ask leave to make some slight amendments 
to the brief. Unfortunately, it was not possible to 
Neve OOveainec ciel bPler trom the Kings Pranver, my 
lord, for the purpose of proof reading the same and 
on the way over here and going Through it, 1 found 
that there were some patent ambiguities which I think 
mMignt be clearly resolved’ to the satisfaction of this 
Cribunal were 1. tO be permitted to make some slight 
amendments here. 

ine fires one l would like po make’ 18) parva raph 
lO, spece 4, the fourth and fifth lines, my viord. I 
would ask leave to strike out the words “extending the 
jurisdiction of the Board of Transport Commissioners 
of Canada". I ask that these words be deleted and 
in substitution therefor to insert the phrase 
"“negulatory rates", so that it would then read eps 
regulatory rates over ships included in inter- 
provincial --". And I would ask to strike out the 
word "trade", my lord. That is the first word in 
line 6, paragraph 10, page 4, and in substitution 
therefor the word "carriage", so that in amended form 
it would then read "by regulatory rates over ships 
included in interprovincial carriage in the Maritime 
regions". 

The next amendment I would ask leave to make 
is to paragraph 14, page 5, that the last two lines 


be deleted. That is, "the Newfoundland public 
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cannot be asked to pay for," ete., etc. And in 
substitution therefor the phrase "the cost should 
be” borne py "the Dominion and vot by trarfric which 
might pass over the line". Then paragraph 47, page 18, 
lines 4 and 5, I ask leave, my lord, to delete the 
words "jurisdiction of the Board of Transport Com- 
MiLessioners mist ve extended’ so" as“ to’ provide,” chat 
these words be stricken out altogether and that efter 
"the", thelast-word’ of Tine’S,°* paragraph 475" page 18; 
there be substituted the expression "there must be". 
Strike out the’ “the” and’in substitution therefor 
put in "there must be", so that in amended form the 
sentence should then read "we therefore feel that 
there must be regulation of carriage of goods by 
sea raves on snips’ included ‘in inverprovincrel 
Carriere Wrenn the Merivime region ii any reliier Ms 
to enure to the people of Newfoundland." 

ino finely; my ‘lord, one Last parse Under the 
caption or title "Recommendations". In Recommendation 
hunny Lord, Iedsk that’ the word “erfected’= ce’ deleted 
and in substitution therefor the words ‘adjusted on 
the recommendation", and then at the end or the clause -- 

THE CHAIRMAN: "Readjustment of local rates 
for rail and coastal services should be adjusted on 
the recommendation"? 

MR. McEVOY: Perhaps "effected" woulc be 
ALL ereene s 

THE CHAIRMAN: You say "adjusted on the 
recommendation by 2 permanent" -- 

MR. McEVOY: "Advisory Committee”. 

THE CHAIRMAN: On whose recommendation? 

MR. McEVOY: Of a permanent advisory committee, 


and I was going to add the words "to the railway 
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management". 

THE CHAIRMAN: Then it would be ‘adjusted on 
the recommendations of the permanent advisory com- 
mittee"? 

MR. McEVOY: "Of a permanent advisory com- 
mittee", and add the words "to the railway management". 

THE CHAIRMAN: Strike out the word "by" and 
Pu ot 

Mite: MCEVOY? "Yes ny Tord. “And mien, my lord, 
tne tinelrone te 5di I ask that’ the words in’ lines 
1 and 2 of 5d, "less than those applying in the 
Maritime Provinces" be deleted or stricken out and 
in substitution therefor the phrase "on such a basis 
as will facilitate marketing in the Maritime Provinces", 
so that in amended form the clause will then read, 
"in general the rates for Newfoundland to be on such 
a basis as will facilitate marketing in the Maritime 
Provinces to the extent necessary", etc., etc. Anda 
then finally, my lord, add to Recommendation 6 the 
additional words, "by placing the same under the 
jurisdiction of the Maritime Commission or some other 
statutory body with the necessary regulatory powers". 


The clause would then read, "The regulation of 


freight rates should include carriage of goods by sea 
as well as rail traffic by placing the same under. the 
jurisdiction of the Maritime Commission or some other 


statutory body with the necessary regulatory powers." 
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SUPPLEMENTARY SUBMISSION OF 


THE ASSOCIATED NEWFOUNDLAND INDUSTRIES 
Limited. 


FREIGHT RATES 

Mr. Chairman and Commissioners: - 
SUPPLEMENTAL SUBMISSION 

cbs The following Supplemental Submission is made 
on behalf of The Associated Newfoundland Industries, 
Limited, (hereinafter called "the Association"), under 
and by virtue of Consent order dated the 27th day of 
September, A.D., 1949, amending, on that date, Submission 
dated and filed with The Royal Commission on Transportation 
the day before. 
oN In determining the freight rate structure for 
Newfoundland, in so far as it affects the Province generally 
and Secondary Industry particularly, the Association feels 
that the matter must be looked at, not merely franthe 
restricted viewpoint as dictated by a consideration of 
freight rates only, but rather from the over-all picture 
created by constitutional, geographic, climatic and other 


considerations. 


CONSTITUTIONAL AND LEGAL CONSIDERATIONS 
Rs Paragraph 5, Page Two of Privy Council Order 
6033, December 29th, 1948, constituting this Royal 
Commission, reads as follows:- (Quote) 

Mee That the scope of this Commission shall not 
extend to the performance of functions which, under the 
Railway Act, are within the exclusive jurisdiction of the 
Board of Transport Commissioners." (Unquote). 

On the other hand, however, the covering words to 
Section Two, and Sections 2(a), 2(b) and 2(f) read as 
follows:- (Quote) 

Les That, without restricting the generality of 
the above terms of reference, the Commissioners should 
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Uta} Reviewrand report upon the effect, if any, ‘of 
economic, geographic or other disadvantages under which 
certain sections of Canada find themselves in relation to 
the various transportation services therein, and recommend 
what measures should be initiated in order that the national 
transportation policy may best serve the general economic 
well-being of all Canada; 

"(b) Review the Railway Act with respect to such 
matters as guidance to the Board in general freight rate 
revisions, competitive rates, international rates, etc., 
and recommend such amendments therein as may appear to them 
to be advisable; 

"(f) Report upon any feature of the Railway Act, (or 
railways legislation generally) that might advantageously 
be revised or amended in view of present-day conditions." 
(Unquote). 

4, Term 32 of The Terms of Union reads as follows:- 
(Quote) 

"32, (1) Canada will maintain in accordance with the 
traffic offering a freight and passenger steamship service 
between North Sydney and Port aux Basques, which, on 
completion of a motor highway between Corner Brook and Port 
aux Basques, will include suitable provision for the 
carriage of motor vehicles. 

"(2) For the purpose of railway rate regulation the 
Island of Newfoundland will be included in the Maritime 
region of Canada, and through-traffic moving between North 
Sydney and Port aux Basques will be treated as all-rail 
PParrLo. 

"(3) All legislation of the Parliament of Canada 
providing for special rates on traffic moving within, 
into; or out ‘of, the Maritime region will, as far as 
appropriate, be made applicable to the Island of New- 


foundland." (Unquote). 
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Oi, Following upon the passing of the Act of Union, 
the Federal Parliament gave effect to Section 32, sub- 
sections (2) and (3) of the Terms of Union by enacting 
an Amendment to the Maritime Freight Rates Act. This 
amendment was incorporated as Section 13 of the Statute 
Law Amendment (Newfoundland) Act known as Bill 12. It 
reads as follows: 

"13. (1) Subject to this section the Maritime Freight 
Rates Act, Chapter 79 of the Revised Statutes of Canada, 
1927, applies mutatis mutandis to all lines of railway 
in the Island of Newfoundland that are subject to the 
legislative authority of the Parliament of Canada. 

"(2) For the purposes of the said Act the lines of 
railway situated in the Island of Newfoundland including 
the steamship services between Port aux Basques and North 
Sydney that are entrusted to the Canadian National Railway 
Company for management and operation shall from the date 
of and during the period of suchentrustment be deemed to 
be included in the lines of railway collectively designated 
as the Eastern lines, the Island of Newfoundland shall be 
deemed to be included in the expression "select territory" 
and through traffic moving by water between Port aux Basques 
and North Sydney shall be treated as all-rail traffic. 

"(3) Upon entrustment to Canadian National Railway 
Company of the lines of railway mentioned in subsection 
(2), Canadian National Railway Company shall forthwith 
file with the Board of Transport Commissioners for Canada 
taririts Of tolls applicable vo the carriage of traffic 
within, to and from the Island of Newfoundland and such 
tariffs in so far as preferred movements are concerned, 
shall comply as far as appropriate with the provisions of 
the said Act. 


"(4) Notwithstanding the provisions of Section 330, 
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331, 334 and 335 of the Railway Act the tariffs initially 
filed under subsection (3) shall be effective from the 


date of entrustment." (Unquote). 


Oy During the negotiations of the Terms of Union, 
obviously some provision had to be made for matters which 
could hardly take the form of Constitutional enactment, 
and so a distinction had to be drawn between Government 
policy as such and matters of an enduring nature which 
could be properly and safely inserted in the proposed 


B.N.A. Act, 1949, implementing the Terms of Union. 


pe Accordingly, simultaneously with the signing of 
the Terms of Union, under covering letter from The Right 
Honourable the Prime Minister of Canada, a Memorandum 
was delivered to the Newfoundland Delegation covering 
Government policy on matters which, in the words of The 
Right Honourable the Prime Minister, "were scarcely of a 


Constitucviconal nature.” 


ee Section 21, Page 11, of the Memorandum dealing 
with the important question as to the future of Secondary 
Industry in Newfoundlandafter Union, reads as follows:- 
(Quote) 

"(xxi) SMALL INDUSTRIES -- It is recognized that there 
will inevitably be some dislocation of Newfoundland's 
secondary Industries as result of Union. The extent of 
such dislocation, however, is difficult to measure, since 
much will depend on the individual approach to the problems 
that is made by the management and owners of the Industries 
concerned. 

"The Canadian Governmentwill do all that it can to 
assist secondary industries in Newfoundland in their efforts 
to meet such problems as may arise. The extensive 


facilities of the Department of Trade and Commerce will 


f i he i © ot tt f ’ . ; on ic a si 
: rh a Dee 
f he ie. sae aD “ete 4 ths e ehee ae sage ae mats i) ; 
se " ay ne 


| yey 


| anata: HOE: eh, aed! Gat get necberlirarngs Sniey 


li 


Seventies perks Heaiee! cope) a: ait Peed potions eth Be 


owes ABT ietrt, suaterig ee ees tr wx d pes J ght oe ee a 
sre fty7 PUES 4 : pied) fier a) cero tao c ae wl) one ork aN ¥ ie ‘ie 


iM ‘ ae 
ek ued hha et re pe - We la teats op sry an os F im ts we 
; theres aS i ioscan: we Te EGR Bae as 
eb e cngyatte ¢ en Cee Pee * otes Spr Sey ph equ 
si PRES hee by rt On SPE ree eh ee ay ve Pot ean. “ima haes 
ay Ge ac pas a mhety 2 i. ot y eT 
PE Le rey peat i : itm ; ib | ae 
7 c ope Blais 5 Ate ayo phar Ga Flee aya geek Bieta fF Say i iu ig ‘ A i" ; od i 
&? Ba lviees sere Se Laberge eae |, Can Le ou ia nS . 
el oe i" 
, 


‘ira . Jus ‘ z ors LOW a rod ah antes olen ; ‘ Bete. Oh ht Sigh eee my Pied ue 
ons ae wee foertat aay hero: eee eens efEhD EET 0 ance] mig 
: A | A 


Eee oHaN. oo Lsileanes. Bs vad era sa beny, -oreg: sey econ 


ae - . “. ’ ; Sel Branca Wisi, OF “ as “fh se 
Paired Moyne ga nia ereress Pam Ga cost parser Lay a 


af 
oe ae par ae ge ee sore iat ais "yi Rte RRR) ecm Bele eee ABR {rhe wtp, pet Rate BES 
; Ay Rate ee Dae. = eon | Fite, He ALL OL c Sees it:. ap ¢ mt arth iis Fina Ai 


ef Tey Eger rE ey ia 4'F oi a fii a 


ry 
ro. = Pee Lahn : a ye = Hiss 
ert Cet ype te a nah » » Ge i OE Foes: a) 
’ - 
7 
Ta) Beas oy oy ee ee = - Y = ie nbs er ee ee - Sr fh yal ‘ 
Bye won" my POD ee Cee te ey 4 Por SREY TM tra teg ret in erik : fidiw | oe 
: th 
= an ” ~ f ~ 
es i ioe <s ai att ay ehire jt Pe oat oy q if 'e i» Ms fival 
| 
(stay Oss 
7 
A mtiee cag. ci e , : bs 7 
Hea ae dud di eat wee 5 Bester as é ies 
iF Va &h ; ; Pi BREE Tek ied aan it oe’) ae ia 


# PMS S SAIS i HReLTioeleih see S ot eat Add opeh ae ny 

a ¥e ; ak Ce. ee R paxil oa : fee St ae ts oy j Heine cae ‘Fy UBDAC ose af) 
(i 

WEP (Sekoe oF Siok ss et ox deen ehh” ¢ net ta all ViAE oye, 
Pg ae 


goed 64s of dvugorges Jevblv ion? ett re bitogety Sia pes | 


Soybat sof ts avagwo he Jesmegeaen oot Ye ab eet ‘as sicid | a 
| | . ha 


hen miesed Ercan _ 


68 Hey dh arts fie ob 253 wh vomrecovet sina wae 
i y 
us ataria ark bet d Brisa fh mye dasa: ba ih en | 
yy rh & 
hak ‘ehhanetxs ane naaed ‘wat * smo 709 


ne fate onset te seo 
ay ie > Ne) | Nis oat 


cases 


be available to assist in procurement of raw materials from 
other parts of Canada or from abroad. The Department 

will continue to maintain am office in St. John's for at 
least two or three years, and longer if necessary. The 
Canadian Commercial Corporation, which carries the 
responsibility of purchasing for the Armed Services, will 
maintain a local representative in Newfoundland and every 
effort will be made to ensure that an appropriate volume 

of purchases for Government account will be made locally. 
Further, the Department of Trade and Commerce will establish 
at Ottawa a committee of senior officials to work as a 

team to ensure that special enquiries and problems of 
Newfoundland receive as prompt and effective attention 


t 


as possible.’ (Unquote). 


RAIL AND WATER; CARRIAGE 
9. Speaking to the House of Commons on the questions 
of Rail and Water Carriage and the economy of Newfoundland 
under Confederation the Prime Minister, the Right Honourable 
Louis S. St. Laurent, made the following observations 
which appear on Page 608, Volume 88, Number 16 of Hansard, 
February 16th, 1949:- (Quote) 

"That is something also which was carefully discussed 
with the representatives of Newfoundland, and they were 
told that all these matters would have to be taken into 
consideration by the transport commissioners. What is 
provided is that this connection to Port aux Basques is 
a part of the railway rate, but the maritime rate will 
apply within Newfoundland. It does not apply now to the 
traffic carried by water from Halifax to any point in 
Newfoundland; but in determining what will be proper rates 
to charge for rail movement the board will have to take 
all appropriate factors into consideration; the delegates 


from Newfoundland finally were satisfied with this position; , 
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that we do not want to have things happen which will 
interfere with the economy of Newfoundland, and we do not 
want things to happen which will interfere with the usual 
trading practices of the Maritime Provinces, we hope that 
instead of there being interference there will be promotion 
of trade relations, and that is something with which the 
Board of Transport Commissioners will have to deal. of 


course they have no jurisdiction with respect to water rates, 


“ 


tow. 


and they will have to take into account what the water 
rates are Inv fixing tarlife for Zo0ds) that will (be apt to 
move by water out of the Port of Halifax after having been 
carried by rail from some other point in Canada." 


(Unquote). 


SOME ECONOMIC CONSIDERATIONS 
Os A very small proportion of the incoming freight 
to Newfoundland is carried by rail, and it follows that 
the determination of a fair and equitable freight rate 
structure for Newfoundland demands that Carriage of Goods 
by Sea rates must be regulated and subsidized in the same 
or somewhat similar manner as Rail rates, by regulatory 
rates over ships engaged in ise Eran inate! carriage in 
the Maritime region. Then the rate structure for New- 
foundland covering both rail and Carriage of Goods by Sea 
will be fixed so asto offset the economic, geographic, 
climatic and other disadvantages which our insular position 
and as the most Easterly Province under Confederation 
presently places Manufacturers in Newfoundland, thereby 
providing equality of opportunity and competition with 


Manufacturers on the Mainland. 


i, One of the basic considerations in bringing about 
Union was the economic development of Newfoundland for the 


benefit of the people of Newfoundland as well as for the 
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Beneral benefit of Canada. This development can only 
take place if proper facilities are provided so that 
traffic moving within, into, or out of Newfoundland (rail 
and sea) is moved under such conditions as will place 
Newfoundland in a competitive position with the Maritimes 
Specifically and the rest of Canada generally, whether by 
way of special tolls, (rail and steamship), subsidies, or 


other manner as the exigencies may reasonably require. 


OPERATED IN TRUST 
te It would seem to us that considerable confusion 
exists in the mind of the ordinary citizen as to the degree 
in which the Canadian National Railways is concerned over 
its operation of the Newfoundland Services. In facts itis 
same confusion works in the minds of some of the officials 
of the Canadian National Railways with a number of whom we 


have come in contact. 


Lo. Newfoundland has been guaranteed certain treatment 
under the Terms of Union. The means by which this is 
carried out does not hinge on the matter of the dollars and 
cents involved in the operation of the Newfoundland Rail- 
way and Coastal Steamer Systems. We submit that Section 32 
of the Terms of Union lends itself to no other interpre- 


GaGLorns 


14. The fact that proper operation of the Newfoundland 
Railway and Coastal Steamer Systems may be expensive has 

no bearing whatever upon the implementation of the Terms ! 
of Union. The cost should be borne by the Dominion and 


not by the traffic which might pass over the line. 


Lon The operation of the Newfoundland Railway is not 
a commercial undertaking. It is a political measure 


designed to compensate the Province for the geographical, 
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economic, and other disadvantages thrust upon it when it 
became the Tenth Province of Canada. 

Gog In reality the Canadian National Railway Company 
operatesits Newfoundland business as an instrument of 

the Federal Government. As far as it is within the power 
of the Railway, in its handling by the Canadian National 
Railways System and the Newfoundland Railway and Coastal 
Steamer System of its portion of the Province's importing 
end piocal distribution, 10 Js jobligeated, ta.put,inko 

effect the constitutional guarantees of the Terms of 
Union, irrespective. of cost. 

dif To our inexpert minds, the manner in which the 
operation should be regarded is fixed by a very good 
precedent right before our eyes in the matter of the Claren- 
ville Fleet of Boats. These are operated on behalf of 
the Newfoundland Provincial Government by the Canadian 
National Railway Company. 

itey The operation of the entire Newfoundland and 
Coastal Steamer Systems, (and, in fact, all sections 
throughout the Dominton which may have to operate at a 
loss as a matter of National policy and directive) must 
be recognized as an operation on behalf of the Federal 
Government. As stated in paragraph 5, page 3, the Railway 
System in Newfoundland is, quote, “entrusted to the 
Canadian National Railway Company for management and 
operation." Unquote. Most certainly its finances might 
well be removed from the Operating Account of the Railway, 
and shown among special Deficit Accounts. 

19. It cannot be overemphasized that prior to 
Confederation, Newfoundland's economy had evolved under 

a protective tariff system. Confederation swept away 
this protection with the result thatsomething in substitu- 


tion therefor must be immediately provided if 
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Secondary Industry is to survive at a worth-while level 

in Newfoundland. 

20. Moreover, an imevitable consequence of Confedera- 
tion was to shut out from the Newfoundland buyer the United 
States market as a source of supply, thereby resulting in a 
greater demand upon Canadian products and Newfoundland rail 


facilities which prior to Union were hopelessly inadequate. 


COSTS STILL HIGH UNDER CONFEDERATION 
21.(a) Newfovndland's main source of manufactures! raw 
materials before Confederation was the highly competitive 
low-price market of New York, and the goods came to St. 
John's in short order by water. 

-(b) Under Confederation, however, purchases mainly 
have to be made in Upper Canada at much higher prices, and 
brought in arduously by rail at higher rates. 

(c) Moreover, the protective tariff wall under 
which the pre-Confederation economy of the Island was 
evolved, have been removed, and the finished products have 
to compete in prices with those made from lower-costing raw 
materials. 

(ad) It is between the jaws of these two high cost 
factors, of bringing in raw materials and the combined 
troubles of high cost of distribution and low price, that 
Newfoundland Secondary Industries are strangling to death 
(and, in fact, will expire unless substantial relief is 
provided in the very near fut wi: 

(e) While the landed cost of some raw materials is 
Slightly less than that anticipated under Union by the 
removal of Customs duties and the assistance which would 
otherwise be forthcoming under a fair and equitable freight 
rate structure, in point of fact, a review of some of the 
major Secondary Industries reveals very little change in 


the landed cost of raw materials to Newfoundland since 
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Confederation. Moreover, there is no comparison with 
the corresponding revenue received from the sales of the 
finished products. 

(f) The result of this has been that some eight of the 
Secondary Industries in Newfoundland, are either alredy 
gone or are on’ the way out of existence. It follows’, 
therefore, that this must be the ultimate fate of the major 
portion of the Secondary Industries in Newfoundland unless 


this very grave situation is immediately relieved. 


ee. We believed that the promise of immediate assistance 
to Secondary Industry in Newfoundland would include, inter 
alia, a freight rate structure ea teutat ed to provide a 
laid-down cost to the Manufacturer in Newfoundland 

equalling the cost to Manufacturers all over Canada and 
especially those within a point of close proximity to the 
source of raw materials; to provide cheap distribution of 
our finished products in Newfoundland; and to provide 
Newfoundland Manufacturers the equality of opportunity 

in competing in markets throughout Canada at least mile-for- 


mile with their Maritime competitors. LM PPOINT (OT “Lacu, | 


the exact opposite is the case. 


THE EFFECT OF HIGH FREIGHT RATES ON COSTS OF RAW 
MATERIALS AND GENERAL PRICE LEVEL 


23% It is an inescapable conclusion that the unduly 
high and unconstitutional freight rate structure applying 

to Newfoundland results in both a prohibitive laid-down 

cost of raw materials to the Manufacturer there,and explains 
why the general price level in Newfoundland is so much 
higher than thatobtaining throughout the Maritime 

Provinces, as will more fully appear by the following 


illustrations:- 
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A. FRESH BEEF 


Toronto toz Miles Lat. LCL 4th CL 
Saint John, N.B. 810 1.50 94 
North Sydney, N.S. 1268 1.64 1.04 
Sydney, N.S. 1286 1.64 1.04 
Port aux Basques, N.F. 1368 24.25 ey 
Corner Brook, N.F. 1510 2.66 gM 
So. vonnss, Nak. 1915 2.92 1.88 


It will be observed that the Freight Cost at St.John's, 
Newfoundland, is:- 
Over 80% above North Sydney, N.S. and 
Double that at Saint John, N.B. 


B. FLOUR 
Fort William, Ont., to: Miles All Rail Lake & Rail 
Sty Jon, eB. 1495 59 54 
North Sydney, N.S. 1861 06 OL 
Sydney, N.Ss 1876 66 OL 
Port aux Basques, N.F. 1961 .90 85 
Corner Brook, 'N-F. rayl 08 Se Bale AY oF 
Ste Wohi’ s, Net. 2509 leee ey 


Extra cost over Saint John,N.B. 63¢ or 106% 
Extra cost over North Sydney,N.S., 56¢ or 104% 


The Freight increases the cost of Flour 63¢ a Bag. 


C. SUGAR 
Montreal, Quebec, to: Miles Carloads 
St. wins: aly bs 488 . 66 
North Sydney, N.S. 940 are 
Sydney, N.S. 956 eta 
Port aux Basques, N.F. 1056 TOS 
Corner Brook, N.F. 7 1182 1.29 
St.vohn's, NE. L615 1.41 


Extra cost over Saint John,N.B., .75 or 115% 
Extra cost over North Sydney,N.S.,.69 or 92% 
The Freight increased cost of sugar 75¢ a Sack. 
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D. GENERAL RATES 


Toronto,Ont., to: Miles 1st 2nd | 3rd 4th 5th 
Saont John,N.B. 810 Dees) 8, Dawe aE RG, 94 76 
North Sydney,N.S. 1268 E64 1°43 1.25 1.04 82 
Sydney, N.S. Woo) Beood. 4 bear ee Fr, OF 82 
Fort bus Becdtes NP. lgeo 2425., 1,95 ..1.71 1.41, 1,12 
Corner Brook, N.F. Pee OOM eee kh eeOd | LAS)” dee 
St. John's,N.F. MOO Poo eu» dwn). Lape 
Extra cost over Saint 

John, N.B. Wer) Clears ied dd 94. »75 

Per cent O4 94 98 100 99 


Extra cost over North 
Sydney, N.S. 1228 eal .99 84 .69 


Per cent 85 86 87 90 90 


HIGH ARBITRARIES ON FREIGHT RATES 
O4., In fixing the freight rates on through traffic 
to Newfoundland an unjustifiably high differential has 
been imposed as against that applied in the case fe ay 
Saint John, New Brunswick, and Sydney, Nova Scotia, 
which we consider a grave negation of our Constitutional 
rights under Section 3e of the British North America Act, 


(1949), as will be seen from the following: - 
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HIGH ARBITRARIES IMPOSED ON INCOMING NEWFOUNDLAND 
FREIGHT 


Miles is a * 4 5 6 t 8 10 


Toronto to Saint 70 52 54 49 
Jonn, N,B. iO) 250 232 313. 98 | 76 


Toronto to Sydney,N.$.1294 164 143 125 104 82 78 56 59 54 
Differential over 

Saint Jong, NB; UB4 ae ET ae a AE 6 8 4 5 5 
Toronto to Grand Falls, 

N.F. 76502928256 S24LS8" 1525145111 114 103 
Differential over 


Sydney, N.S. on 
Nfld.Traffic Boo eo aS. So Bee 869. 167 765). 55S 


Montreal to Saint 
John, N.B. LES ea Ou Vb VOG. Be 6G. Bei UG) ROM irs 


Montreal to Sydney, 
N.S. 065) 4147-126 210'' 92.72 69> 52. 54. RG 


Differential over | 
Sydney,N.S. 475 15 Me Ee EM 6. 6 i 4 S 4 
Montreal to Grand 
Fails; Nf. LILO Y OTL OU 206" 1TEY LAL S651 07 L09> 907 
Differential over 
Sydney, N.S. on 
ha ie ed hh ay ah Ga B66°7 127° 11 CSI OREO }67" Bae B5veas 
From stations west of Montreal to stations 
in the Maritimes through-rates are constructed by adding 
arbitraries to the Montreal rate. Eastward from Saint 
John and Moncton, rates are constructed by adding 
arbitraries to the Saint John Rate. 
From the above it will be seen that from Montreal 
to Sydney the first-class arbitrary over Saint John, N.B., 
is 15 cents, while from Montreal to Grand Falls, a 
distance of 356 miles beyond Sydney, the first-class 
arbitrary is $1.27. 
The crux of the matter is how the Canadian 
National Railways, in the light of the Terms of 
Union, can justify this difference of from 15 cents to 


$1.27 in the arbitraries. 
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ARBITRARIES ON EXPRESS RATES 
Cx. In the matterof arbitraries on Express rates, 
for the same reasons advanced in the next preceding 
clause, we consider our Constitutional guarantees have 


been abridged as the following figures will reveal: 


ARBITRARIES ON EXPRESS RATES 


(Example: 50 lbs. Bottlers' Syrup, value $50) 


Miles Rate 

TOPONEOpsOne. negaSaine John, N.B. 810 5.00 
North Sydney,N.S. 1268 5.50 

Differential 458 .50 

St. John's NoF. 1915 Te50 

Differential over North Sydney 647 2.00 


This also adds a very neat sum to Newfoundland's cost 
Of ADEOdUGTiOn,and cost ol olivine: 

Incidentally, it has bean brought to our atten- 
tion that through-rates on carload fruit and vegetables 
by express from Toronto to Newfoundland have been refused 


by Canadian National Railways Express. 
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VERY SMALL DECREASE IN THROUGH-RATES 


CONFEDERATION 


Old. Vancouver, B.C.-N.Sydney,N.S.(CFA No.4F) 
plus N.Sydney,N.S.-St.John's,N.F.(Nr No.123) 
Total 
Through-Rate after Union (CFA No. 4F) 
Decrease 
% 
Add 8% Increase of October 11,1949, to obtain 
present rate. 
Old. Galt, Ont.-N.Sydney,N.S. (CNR-C45) 
plus N.Sydney,N.S.-St.John's,N.F.(Nr No.123) 
Total 
Through-Rate after Union (CNR-C45) 
Decrease 
% 
Add 8% Increase of October 11, 1949, to obtain 
present rate. 
Old: London, Ont.-N.Sydney,N.S.(CNR-C45) 
plus N.Sydney-St.John's,N.F. (NR-123) 
Total 
Through-Rate after Union (CNR-C45) 
Decrease 
% 
Add 8% Increase of October 11,1949, to obtain 
present rate. 
Old: Toronto, Ont.-N.Sydney,N.S.(CNR-C45) 
plus N.Sydney,N.S.-St.John's,N.F.(NR 123) 
Total 
Threugh-Rate after Union (CNR-C45) 
Decrease 
% 


Add 8% Increase of October 11,1949, to obtain 
present rate. 
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Old: Montreal, Que,,to N.Sydney,N.S.(CNR-C45) 136117 102 85 67 


plus N.Sydney-St.John's,N.F. (NR 123) 130 120 110 100 90 

| Total 266 237 212 185 157 
Through-Rate after Union (CNR-C45) eb 222-193 163 138 
Decrease Peles 10. 22 ae 

% Pee Ore CeO Luau 


Add 8% Increase of October 11, 1949, to obtain 
present rate. 
NEWFOUNDLAND RATES 28% ABOVE MARITIME LEVELS 
ee The present freight rate structure applies to 
Newfoundland the Maritime "Mileage" Tariff C-17 as 
Bee ae lower "Town" Tariff C-19 obtaining in cor- 
responding instances throughout the Maritime Provinces, 


resulting in a comparative overcharge to Newfoundland of 


approximately 28% as will be seen from the following 


comparison: - 
TOWN TARIFF C19 COMPARED TO MILEAGE TARIFF C17 
131 Miles Leer er3 tted og 
133 miles: Bie Quebec to Campbeliton,N.B. 66 57 50 41 32 
131 Miles: St.John's.N.F., to Claren- 
Ville, N.F. 76.67 56 HSse 
Overcharge in N.F. BOs MOLE Ch) kane 
% 1s tio ee see 
253 Miles 
254 miles: St.John,N.B., to Blackland,NB 79 69 58 52 39 
253 miles: St.John's,N.F., to Lewisporte, 
NaP. LOE Sor 377 GH ines 
: Overcharge in N.F. 25> 2OVNT ON Gee Ee 
% 20). 2952 33% Ve seG sa 
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276 Miles 
278 miles: St.John,N.B.to Halifax, N.S. fo ~69eN5S 50 39 
276 miles: St.John,N.B.,to Carnpbellton,N.B. Cae et OS) Roe 
276 miles: St.John's,N.F.,toGrand Falls,N.F. 105 


Overcharge in NF. : eeemios oe Td) ge 
% ef Lien oe 26 ae 

405 Miles 
405 miles: Oak Bay,Que.,to Halifax,N.S. LOes Oe 79) SOGn tae 


405 miles: St.John's, N F.,toCorner Brook,N F136 119 102 85 68 


Overcharge in N.F. Saree Ta LO ie 
% BLOM eres Pils 6 Mens? os! 
547 Miles 


S47 mites. © Sydney ,N JS ¢ ltorvUpsalquitch,N.B. 114 100 86 7e- 57 


BAT ‘witkes S'S tJ ohn ss ON Fk tyito CRo rt aux 


Basques, N.F LOS. 24 LPO 1 Ome L 
Overcharge in N.F. Wor US S60 280 ver 
% HO CEE Es | EO Aha 

28. Not more than Three or Four Per Cent of the 


railway traffic on the Mainland moves by 'Mileage" 
TEareeer 

Any question as to Tarif: C+19 for the Maritimes 
being "special" or "temporary" should certainly be 
answered by the fact that the "Town' Tariff has been in 
Operation there since 19le. 

The argument that Tariff C-19 is incapable of 
application to Newfoundland is absurd. There is nothing 
more clearly defined as "headline towns" than the New- 
foundland Distributive points which already exist at the 
head of each Bay and Road System, and are in full use 


by Newfoundland Wholesalers and Bottlers. 
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VIOLATION OF TERMS OF UNION 


e9. Moreover, the operation of Tariff’ C-19 in the 
Maritimes, as opposed to the introduction of Tariff 
C-1/ in Newfoundland, not merely discriminates against 
the Newfoundland Manufacturers but would seem to be 

8 patent violation of Section 32 (2) of the Terms of 
Union. 

50. By the apoltestion of the high tnrough-rate 
differential for Newfoundland end the introduction of 
Maritime Mileage Tariff C-17 in lieu of Town Tariff C~19, 
we consider that the Constitutional guarantees of the 
people of Newfoundland under Section 32 (2) of the, Terms 
of Unlon heave, and ere béing, daily violated by the 
Canadian National Roilways. 

31. In effect, we find ourselves in the paradoxical 
position where an agent of the Federal Government is 

being permitted to defeat the Terms of Union to which 

its Principal, namely, the Federal Government, is 
irrevocably committed. 

32. Furthermore, neither on domestic rates, which are 

28% higher in Newfoundland, nor on rates to the West 
Newfoundland markets, in which the Maritime Manufacturer 

has a 7% advantage, has the Newfoundland Manufacturer 
equality of rates with his Maritime competitor, as is 
evidenced by the following: -- 

374 Miles Ms eo ts a 5 
374 Miles: Saint John,N.B.,to Lonetlec: 94 82 70 58 48 


374 Miles: Halifax,N.S.,to Port aux Basques ,N.F, 
RS)? 2 rer of! aay | 56 


374 Miles: St. John's, N.F., to Deer Lake N.F, 
E20 106'5:00. 76 261. 
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427 Miles 


427 Miles: Moncton,N.B., to Ste. Claire, 102 89 77 64 sp 
Que, 


427 Miles: Moncton,N.B.,to Port aux Basques, 
Wel fet lle .405 ‘80° ter 


4OF Miles: St. John's,N.F., to Howard's, 
1 a ga 141 124 106 89 72 
546 Miles 


546 Miles: Sydney, N,Oey 00 Sel ters 
Que. 114 100 86 fe -as 7 


547 Miles: Bathurst, NeBu,to Port aux 
Basques, N.F, Pole ealie Ob wre 


547 Miles: St. John's, Nakaw bOnboré 
aux Basques, NF, 162) 141 1290 100 Bey 
IMMEDIATE PAST HISTORY OF RAIL RATES IN NEWFOUNDLAND 


33. We would point out that prior to Confederation the 
Government of Newfoundland tried to operate its trans- 
portation system upon a so-thought profit-making basis, 
and, in consequence, freight rates since 1942 were 
increased at lesst three times resulting in a continuously 
increasing state of diminishing returns which redounded 
to the prejudice of the Rollway in increasing deficits 
because the costs of distribution to the consumer were 
beyond his capacity to meet. 
34. The increases in rail rates from 1942 to 1949 in 
Newfoundland were not justifiable and were not werranted 
by any corresponding increase in operating costs during 
the period in question, 3s shown below in paragraphs 
o> enc 137. 
Reino ence THe Lon period, the Canadian Railways increased 
their rates 21%, plus the recent 84% thereon, or a total 
of 30.6%. 

Applying the same formula to the Newfoundland rates 
gives the following result applied tO, Lor instance, 


St. John's to Port aux Basques, 547 miles:-- 
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NEG,» Plus) (Nfld, 0-17 Plus 84 
* Class 1942 30.6% 1948-1949 Oct.11/49 Out-of-line 
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it 85 OS L50 162 or! 
2 igs 98 Lik 141 43 
3 644 84 13 122 38 
4 54. Te 93 100 29 
D 43 56 15 81 2D 
Average 
45% 
too high 


36. One of the features the Association deplores 
(and of which it is now even more fearful since the 
Separate identity of the Newfoundland Railway and 
Coastal Systems became submerged in the huge Canadian 
Nationsl System upon the smslgamation consequent upon 
Union) is the seemingly accepted principle of applying 
straight horizontal increases to rates, This, the 
Association believes, is iiedous in principle, and in 
8 very specialized economy and geography like Newfoundland's, 
is obviously disastrous. 
NEWFOUNDLAND RAILWAY FREIGHT INCREASES 1942-1949 

The following increases were made by the last five 
Tariff Changes: -- 

1. Base tariff No. 95, December 1, 1942, 

2. No. 104 (40% Increase), March 1, 1944, 

3. No. 119 (13% Increase), August Le 2LOHTs 

4, No. 124 (74 to 10% Increase), December 15, 1948, 

Note particularly that it is this No. 124 Tariff which 
first introduced the name of the "No. C17 Maritime Mileage 
Tariff" into Newfoundland. This particular tariff was 
one which suited the level of the increase set by the 
Commissioner for Public Works, and it was adopted: for 
Newfoundland because in view of impending Confederation 


it was felt a C.N.R. Tariff would be a good form to use, 
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After Confederation CNR continued the same form 

practically unchanged with no lowering of rates. 

. ep The recent 8% increase as of October ll, 1949. 
) Out of these Tariffs we ere taking three distances 


PYom ova ODN Be 


"a" =— Grend Fells 276 Miles 
"CC" -~- Corner Brook 405 Miles 
"Pp" -- Port aux Basques 547 Miles 


SOME MANUFACTURES Less Than Carload; Cents per Hundred Lbs. 


1942 1944 1947 1948-49 Oct. ll, 1949 
Sbaos 1 GC Pp G C ro oe ts G C Ly G C P 
Beovuning 57 73. 85 80 104 124 90 119 135 Of 20,150 105 136-162 


CLASS 2 


Biscuits 50 64 75 HOPE ISO, 7S 'TO5, T19 Boe MLO alee Oo PEON LAT 
Confectionery 
Margerine 


| CLASS 3 43 55 64 Semis Nesicmar. 89 102 73 O4 193 79°102 12> 


Beer 

Soft Drinks 
Rope 

Paint 

Stoves (crated) 


CLASS 4 36 46 54 50 (65 77% 55 fio Mancismael! 19° 93° “66. 85 100 
Nails in Kegs | 

CLASS 5 29 37 4.3 40 52 62 46 C5.) 60) vis BS RNa) be) OS. Lad 
See below 


PLUG 114 146 170 160 208 248 180 238 270 Cy a OH Sea 7O 102 733 
TOBACCO 
(Double Class 1) 
CIGARETTES 

(Ctns) 143 183 213 200 260 310 225 298 338 97 126 150 105 136 162 
(23 Times Class 1 
CARLOADS 
Beer eo, 37 43 #0) 5e 62 4O 50 58 48 Bs 75 BO ane Oe 
Soft ° 
Drinks 29 37 43 HO 5o 162 40 50 58 39 46 53 hO  5O 57 


General 29 37 43 40 52 62 46 65 69 61 To 183. 66 85 100 


NOTES: Cigerettes and Tobacco considerably lowered. Beer increased 
to Class 5 carload by CNR. General mixed carloads taken 
out of Class 5 by CNR (generally Class 4 now, depending 
on highest-rated commodity in car), 
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COASTAL=RATE INCREASES 1942-1949 
Glee 


ZONES NUMBERED:- 


1. Placentia Bay, South West Coast, Trinity Bey. 
Notre Dame & Green Bays. 

LaScte to Cook's Harbour. 

Corner Brook to Battle Harbour. 


Labrador. 


UO) = Cor” th 


1. No. 100 March 1/43 
(This is the earliest tariff which makes clear 
reading. Previous to this the rates were those 
which started in 1913 with the Reid Nfld Co. 
and were amended by a multitude of frequent 
alterations). 


2. No. 108 November 28/46 
(10% and better general increases) 


Se NOK apres 
(40% increases, fishermen's essentials in many 
cases, however, not touched). 


4. No. 121 May 1/48 
(10% increases on barrelled goods, fishermen's 
essentials favoured). 


5. The recent 8% increase in Railway rates was 
not added to Steamer rates. 


There are no classifications of Goods, other than 
through special rates. Rates are by weight or 
by cubic foot (whichever is greater). In 
addition to which is a rate by barrel (that is, 
goods packed in barrels enjoy a fixed sum by 
barrel, recognized as 250 lbs.) 
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39. It may be fairly estimated that the Railway Revenue of the 
Newfoundland System for 1948-49 will be:- 

Total Revenue for the Year - - phan - $5,000,000 

This will probably be made Lg OE & 


Local-Freight Revenue: Miscellaneous - 1,875,000 


BU we ee ans emo 1,875,000 
ImpOrted-Preignt Revenues) = «<a 2oe 1,250,000 
$5,000,000 


OVERCHARGE INDICATED 


28% on $1,875,000 Local Miscellaneous - 525,000 
10% on $1,875,000 TOS ee ee aa 187 ,500 
oer One t, 50,000 iiportcd | -u =) w.4 ee 312,500 

$1,025,000 


Moreover, the picture is not complete without having regard 
to the far greater volume of ocean freight, on which the rates, 
under the present setup, are largely governed by Par un latte 
level. Any overcharges in the latter reflect in the former, 

It is to be understood that since no exact information is :: 
available, while the figures employed may not be critically 
correct they do, however, reflect the Association's impression 
of the situation, and serve to indicate the huge burden borne 
by Newfoundland under the present railway rate structure, part 
of which is carried by Secondary Industry. 

DANGEROUS POSITION OF SECONDARY INDUSTRY 
IN NEWFOUNDLAND UNDER UNION 

40. In great contrast to the darkened Newfouadland picture is 
the fact that the Maritime Cordage-Manufacturer in Halifax, 

Nova Scotia, is enabled by Preight-Rate Assistance to ship compe- 
titively into the large British Columbia fishery-supply market. 
The Stove-maker At Sackville, New Brunswick, sells his appliancss 
right in Vancouver, British Columbia, and the Biseuit-maker at 


Moncton, New Brunswick, also markets his products right through 
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the Pariries to the Coast. 
41, Their Newfoundland competitors, all of whom produce a first- 
class article which is competitive in quality, including the Paint 
and several IMdustries which are geared for Mainland trade, should 
be asSisted and encouraged by special rates to produce for Do- 
minion-wide markets. We understand these are eontemplated. 
42, Of grave concern to Newfoundland is that Secondary Industry 
in Newfoundland will fall into the pattern of Maritime Industry 
which exhibits its darkened and broken windows of formerly-pros- 
perous factories to the notice of the most casual passer-by. 
43, Before the Duncan Report and the introduction of special 
Commodity rates, Secondary Industries in the Maritime Provinces, 
which would otherwise have continued in a healthy state, for want 
of the very little assistance which a proper appreciation of the 
problems involved would have provoked, slowly but inexorably 
strangled to death, causing irreparable shocks to the Provincial 
economies. 

Now, both Federal and Provincial authorities are trying 
to revive Secondary Industry in these areas on the largest possible 
scale, It is self-evident. that, without this type of Peerage. 
trialization, the sound economy which proper industrialization of 
any Province will alone,produce, cannot exist, 
wu, The inglorious history of Secondary Industry in the Maritimes 
after Union in 1867 must not be repeated in Newfoundland. 
Unfortunately, the decline has already set in, and serious disinte- 
gration of the Newfoundland economy 1S‘swift and inevitable unless 
immediately checked. The Association feels there is reluctance to 
fulfill the solemn guarantees of the Terms of Union. Whatever the 
reason, the fact remains that the just reduirements of the situatin 
have not been met. 
45, Even the application of the Maritime Freight Rates ict to 
Newfoundland means little, if anything, in the way of relief, 


for we believe that a reduction in Railway tolls, either to the 
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level of those obtaining in the Maritimes or below that level, 
by virtue of the small percentage of inward freight carried, is 
quite inadequate to relieve in a worth-while way the perilous 
condition in which Secondary Industry presently finds itself in 
Newfoundland, 
M6, It follows, therefore, that the application of the Maritime 
Freight Rates Act to Newfoundland can, at best, only provide a 
partial remedy, since the Act merely prescribes a Twenty (20) 
Per Cent reduction in rates for specified freight-movements on 
the lines of the Canadian National Railways in the Maritime 
Province and Newfoundland and in certain Eastern parts of Quebec. 
and authorizes other Railway Companies operating lines in the 
Same territory to reduce their tariffs to meet the prescribed rates 
47, Of far greater importance, therefore, because of the réatively 
larger volume of traffic, is the subsidization of steamship rates 
in the same or somewhat ee manner to that applying to rail 
traffic under the Maritime Freight Rates Act. We, therefore, feel 
that there must be regulation of Carriage of Goods by Sea rates on 
Ships engaged in See ee ein carriage within the Maritime 
region, if any relief is to enure to: the people of Newfoundland. 
48, The equality of opportunity with Mainland Manufacturers, 
which was envisaged by inclusion of Newfoundland into Canada, 
required offsetting the additional charges incidental to long 
as broken transportation, costly transfer charges, breakage, 
pilferage, additional insurance and other economic features in 
the operation of the Newfoundland Railway System. Both because 
of its insular position, and as the most BRasterly Province of 
the Dominion, special rates for Newfoundland are necessary in 
providing it with a competitive rate-structure within the Maritime 
meet or. 
49, If the Canadian National Railways arbitrarily fix fied oben 
on a basis disproportionate to rates prevailing in the Maritimes, 


and absorb in their freight structure the handling costs incidental 
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to loading and discharging at Port aux Basques and Sydney as well 

as the increased cost of transportation arising out of the narrow 
gauge system, then the Canadian National Railway Authorities are 
sabotaging the spirit of the Terms of Union. 

50. The arbitraries established over Sydney as shown herein 

are disproportionate to similar mileage arbitraries in the Maritime 
The effect is that the receiver and/or shipper in Newfoundland is 
being discriminated against. The cost of living is inevitably 
adversely affected as a result, and an economic barrier is being 
erected against the user of the national transportation facilities 
for the shipment of goods to the Canadian markets. 

51. The Association should like it to be clearly understood that it 
does not profess to be expert up n the questions of freight rate 
structures, subsidies, etc. Unfortunately the opposite is the case, 
Its Members do, however, as businessmen in Newfoundland, know the 
problems which daily confront them, and the statistics o figures 
cited herein are the businessmen's impression of the situation and 
are cited here as reflecting the position, as the Association 
understands it, with a view to having them pursued Decne te reieht 
experts of the Royal Commission should that be deemed necessary or 
ees i rane. 

52. The Association submits that under Section 32 of the Terms of 
Union, the Province of Newfoundland generally and Secondary Industries 
particu arly would receive a freight rate structure competitive with 
the Maritimes, and that is the patent object of Section Bawa ) 
which places Newfoundland within "the Maritime region of Canada." 
53. Because of inadequate rail facilities and for the other reasons 
cited herein, it was recognized that the application of the Maritime 
Freight Rates Act could offer no appreciable relief and, indeed, for 
these and other reasons, would be incapable of gouceatinite application 
to Newfoundland and hence the expression "as far as appropriate" is 


employed in Section 32(3) of the Terms of Union, 
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54, It, therefore, follows that before Newfoundland can receive a 
freight rate structure competitive with that as part noe the Mars ysis 
region, obtaining in the Maritime Provinces, it must be made applies 
able to both Carriage of Goods by Sea and Rail rates, with the 
additional allowances necessary to offset the geographic, economic, 
and other disadvantages arising out of our position as the most 


BKasterly Province of the Dominion. 


RECOMMENDATIONS 
THAT: 
ane Secondary Industry must be fostered ana maintained if 
calamitous repercussions to the economy of Newfoundland are 
to be avoided. 
ee Improvements must be made in existing Railway and Port facilities. 
3. Newfoundland Railway and Coastal operations should become 
independent of the Atlantic Region and tome under the direct 
Supervision of Montreal. 
u Readjustment of local rates for Railway and Coastal Services 
Should be adjusted on the recommendation of a permanent advisory 
Committee to the railway management. 
De A new rate structure should be made applicable immediately to 
Newfoundland, calculated to Be 
a. Special rates on Raw Materials moving from the Mainland for 
processing in Newfoundland, so that the ice aown cost tO 
Manufacturers in Newfoundland will be equalized to the cost 
to Manufacturers elsewhere in the Dominion. 

b. Special rates within Newfoundland providing economic distri- 
bution within and throughtout the island. 

c. Special rates to Newfoundland Manufacturers to create savas 
ity of opportunity in competing for Beno wsas markets; 

d. In general the rates for Newfoundland to be on such a basis 
as will facilitate marketing in the Maritime Provinces to 


the extent necessary to off-set the geographic and economic 
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disadvantages arising out of our insular position, and as 
the most Easterly Province of Canada, thus providing New- 
foundland with a freight rate structure truly competitive 


with that applying throughout the Maritimes. 


The regulation of freight rates should include Carriage of 
Goods by Sea as well as Rail traffic by placing the same under 
the jurisdiction of the Maritime Commission or some other 


Statutory body with the necessary regulatory powers. 


Respectfully submitted, 


J. B, McEVoY, 


Counsel for the Associated Newfoundland Industries, Limited, 
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Now, may it please jyour sordship and Mr. Commissioners, 
as I said in the beginning, my lord, my only endeavour here 
this morning will be to restate or recapitulate as briefly 
as possible the general position that secondary industry 
finds itself in in Newfoundland as a consequence of the 
economic, geographic ana other disadvantages within the 
meaning of the Terms of Reference by which Newfoundland, 
Since March 31, 1949, finds itself the tenth province of 
Canada, I would first of all direct your attention to 
the top of page < of the brief which sets forth in extense 
"term 34 of the Terms of Union". Section 32(1) states; 

"Canada will maintain in accordance with the 

traffic offering a freight and passenger steamship 

Service between North Sydney and Port .aux Basques, 

which, on completion of a motor highway between Corner 

Brook and Port aux Basques, will include suitable 


provision for the carriage of motor vehicles." 


(Page 9755 follows) 


tne e ste , 


a 


é 


; eee st Se 


pata 


ail 


a 975 5 5 Mr. MeRvoy 

Now, I have no intention of going out of my way 
to advance a technical argument. I am not proceeding as 
it) it were applying for a tariff jJudement) but in so far 
as 46 1s possible Tor me to do so, I willendeavour’ to 
confine myself to effect rather than a technical submission 
of our position in this matter.. I, perforce, must direct 
the attention of the Royal Commission to the expression of 
"will maintain service in accordance with the troffic 
offering". I respectfully submit without being unduly 
technical, the greater volume offerirp,the greater the rail 
Service... 

THE CHAIRMAN: That is, the service should ey 
commensurate with the traffic? 

MR.McEVOY: That is my respectful submission, 
My Lord. When this clause was being framed, end for which 
I must answer to posterity, and what is even more embarassing 
to a contemporary, to envisage that one of the essential 
results of the union was to convert Newfoundland from an 
export market to a domestic market. Now even the most 
cursory examinaton of Newfoundland's will reveal that 
in 1937 and 1938 we purchased $8 million worth of 
merchandise in the Dominion of Canada. In 1947 and 1948 
immediately before union we purchased in Canada and 
the United States a total of $110 million, $55 million 
of which was purchased only in Canada and the remaining 
$55 million being purchased in the United States. The 
effect of the union, therefore, meant that our trade 
operations would be immediately shifted from the United 
States to Canada, and it was envisaged that the result 
of Confederation converted Newfoundland from an export 
market into a domestic market, which resulted in a 


potentiality to Canada of $110 million worth of purchases 
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from the mainland and, therefore, we must assume that 
the Pe nen was to double the amount of 
tratiiec Handied by the CNR system. In point of fact, 
wheat percentage of that traffic is, in fact, carried 

by the Canadian National System? I am instructed that 
the proportion carried by the C.N.R. on rail carriage 
is 10 percent, and 90 percent carriage of goods by sea. 
I, therefore, respectfully submit that we have. 

been quite conservative in the brief because we say 
there is something less than 1/3 of the traffic carried 
by the C.N.R. I am instructed that the amount actually 
carried is 10 percent, and that, I respectfully submit, 
and Witbon yall due mespecs to the. counsel for the C.N.R., 
yee: Sete to inadequate rail facilities. I have 

no quarrel with the policy of the C.N.R. for the very 
excellent reason that I am not qualified either by 
mentality or experience to express any opinion upon 
the merits of these policies. I respectfully submit 
that the policy of the C.N.R. under terms of union 
constitutionally guaranteed to the people of Newfoundland 
that it would be modified or altered to meet the 
exigencies. I respectfully submit that if my figures 
are even approximately correct that the provisions 

or requirements of section 31 are not being fulfilled, 
Now, it is pertinent to ask at this time, "what about 
the figures,l1O percent that is, in point of the fact, 
being carried by the C.N.R. into Newfoundland"? 

What is the rate structure applying thereto, and 
what is the rate structure that has to be applied there? 
I would present for your consideration subclauses 2 and = 
of section 32, The subparagraph says, "for the purpose 


of railway rate regulations the rate of Newfoundland will 
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be included in the Maritime parts of Canada". The 
legislation eae of Canada with regard to 
special rates of traffic moving into On, Oc, .Of the 
Maritime region as far as appropriate ,was made 
applicable to the Island of Newfoundland. Therefore, 
it is pertinent to ask at this time as to the conjoint 
effect of the two subsections in question. I respect- 
fully submit with whatever force I am capable of, that 
the conjoint effect in the two paragraphs in the 
sections in question leaves itself to no other inter- 
pretation than that subsection 2 states that Newfoundland 
was to be part of the Maritime region. 
THE CHAIRMAN: Is that proposition disputed 
today? 
MR. MCEVOY: ~ I do nov know that it Is, my’ lord, 
THE CHAIRMAN: You say that you understand by 
this subsection 2 that Newfoundland was to be considered 
as coming within the provisions of the Maritime Freight 
Rates Act. 
MA. MCEVOY: Yes, my lord, 
THE CHAIRMAN: Is that disputed? 
MR. McEVOY: I think it is generally accepted 
for a reason I am going to come to in a few moments. 
I think that position is universally accepted, my lord, 
because by Bill No. 12, an amendment to the Maritime 
Freight Rates Act of 1949 calculated to implement . 
or Gave ~“errect bo subparagraph 12 of. section 32. 
section 13 provides: 
"Subject to this section the Maritime Freight 
Rates Act, Chapter 79, of the Revised Statutes of 
Canada, 1927 applies mutatis mutandis to all lines 
of railway in the Island of Newfoundland that are 
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Parliament of Canada." 

I respectfully submit that if there was any 
doubt in your lordship's mind on this question that 
that doubt is immediately resolved in our favour by the 
fact that this amended Act is calculated to implement 
requirements or necessities in subparagraph 2 of 
section 32 in the Terms of Union. Now, that leads 
us, therefore, to assume that under subparagraph 2, 
Newfoundland was to be part of the Maritime Peslon. 
What rate structure was to be applied to Newfoundland 


as part of that region? Section 33 provides 


"All legislation of the Parliament of Canada 
providing for special rates on traffic moving 
within, into, or out of, the Maritime region will, 
as far as appropriate, be made applicable to the 
Island of Newfoundland." 

I should like to draw the attention of the Com- 
mission to sections 3 and 4 of the Maritime Freight Rates 
Act, 1927, which, under the amendment to the Maritime 
Freight Rates Act 1949, under Bill No. 12, was made 
applicable to Newfoundland. Section 3 reads as follows: 

sabi! persons or companies controlling, or con- 
cerned in the preparation and issue of 5 Pa a lod 8 by 
tolls to be charged in respect of the movements of 
freight traffic, whether on behalf of His Majesty 
or otherwise, upon or over the Eastern lines 
specified in Section 4 of this Act, and hereinafter 
called "preferred movements", are hereby authorized 
and directed upon and after the first day of July, 


one thousand nine hundred and twenty-seven, to 
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(a) cancel all existing freight 
tariffs in respect of such preferred 
movements; 

(b) substitute other tariffs for the 
tariffs so cancelled showing a 
reduction in’ such tariffs of 


approximately twenty per cent." 


My respectful submission at this time is that 
because of the patent requirements to section 32, sub- 
sections 2 and 3, and because of the admitted 
implementation of the two subsections any question 
that was in doubt is clearly evidenced by the amendment 
of the Maritime Freight Rates Act 1949 that the C.N.R. 
within ae meaning of the Act was authorized and 
directed to cancel all existing freight tariffs in 
respect to such traffic movement showing a reduction 
in such tariffs of approximately 20 per cent. That 
naturally brings up the question, "Was the existing 
freight rate structure at the time of Union cancelled 
by the application to the Board and in substitution there 
was a new structure in conformity to the requirements of 
sections 3 and 4 of the Act in question? 

THE CHAIRMAN: Do you say that this new rate 
structure should also be approximately 20% less? 

Mh. MCEVOY; 1 am going. to come to that, if 
your lordship will bear with me. 

What was the position at the time of union? 


it the time of union there was in operation in 
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Newfoundland the Canadian National Railway Tariff 
"C7D". I am instructed that some time prior to 

1912 this tariff had been in operation throughout 
the Maritime Region but on or before the 1912 

tariff in question was withdrawn and, in substitution, 
there was put in operation the town-to-town tariff 
"C19" which presently operates throughout the select 
region of the Maritime Provinces peda How did 
"C17" come into operation? In the Fall of 1948 
when the terms of union were being negotiated, 

there was 2 railway strike, and to offset the 
increased overhead or operating expenses the 
Commissioner for Public Utilities, under whose 
jurisdiction the railway came, directed the feneaee 
ment to increase freight rates by 10%. 

THE CHAIRMAN: The wages were increased? 

MR. McEVOY: Yes, my lord, and the wages were 
very greatly increased, and to offset the increased 
operating costs, the Commissioner for Public Utilities 
directed the railway management to effect a general 


increase of 10% in rail and coastal rates. 
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With Confederation just around the corner 
the Railways management in effecting this 10 per cent 
increase quite naturally looked to the Canadian freight 
rate structure to see if they could obtain something 
which would meet the particular requirements of that 
case. By sheer coincidence this old antiquated tariff 
C-1/7 was found to Meet the then requirements. Quite 
coincidentally it provided the 10 per cent increase 
necessary to permit the railway management to carry the 
directive of the Commissioner for Public Utilities 
into effect. That is the tariff that we are operating in 
Newfoundland until today, notwithstanding the fact that 
the rest of the select region is operating on the town 
tariff C-19, 

THE CHAIRMAN: The rest of the region, you say, is 
operating under some other tariff, 

MR. McEVOY: The Maritime region or select territory 
as it is known, that is to say, all tho terrtiory (put it 
this way) east of Levis and Diamond Junction, that is 
eastern Quebec, the Maritime Provinces, .«nd which should 
not include Newfoundland. 

THE CHAIRMAN: It does not, include Newfoundland? 

MR. McEVOY: It does not, because tariff C-19, 
the moment that the Maritime Freight Rates Act by the 
1949 amendment became applicable to Newfoundland, and it 
did, I respectfully submit that it was the duty of the. 
Railway Company to whom the railway had been entrusted 
for management, to obtain the approval of the Board here 
to strike out or cancel C-17 and to substitute therefor 
the town to town tariff C-19 which was in operation and 
is still in operation in and throughout the rest 


of the select territory, 
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or, as I said before,the Maritime region, 

THE CHAIRMAN: Now then, the railway has not 
done that? 

MR. McEVOY: The railway has not done that My 
Lord. 

THE CHAIRMAN: Has the railway been asked to 
go it, and has it refused? 

MR. McEVOY: My Lord, there have been overtures 
made to the railway, but I don't know that there 
has been any official, I cannot say that there has 
been any official representation made to the railway 
by the Provincial Government, but I do know that 
private enterprise has repeatedly claimed the 
benefits of the town to town tariff C-19 without 
Delnig able Lo obtain the same." \it is "juet not in 
operation. 

THE CHAIRMAN: Has any approach been made to 
the Board of Transport Commissioners in this respect? 

MRe MeRVOY: No, My Lord, but’ Liunderstand that 
the province is making application to the Board of 
Transport Commissioners which in all probability I 
think, My Lord, will be heard on or about December 15. 

THE CHAIRMAN: On this very point? 

Mie, MCEVOY: Weld, 1 am not too sure. ieee Ke: 
not know what the nature of the application will be. 

THE CHAIRMAN: Just a momont Mr, McEvoy. 

MR. COVERT: Mr. Chairman, we have been advised 
by counsel for the Province of Newfoundland, Mr. 
P, J. Lewis, that they have centered into the present 
negotiations with the Canadian National Railways, 
and the province has filed 9 supplementary brief 


with this Commission on freight rates, . 
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and have advised us that pending negotiations with 

the C.N.R. and also pending an application which 

has been filed with the Board of Transport Commissioners 
they have simply filed this in case they do not 

get what they consider is proper treatment at either 

one of those two places. 

THE CHAIRMAN: Yes, I see . Now, how does that 
affect your view of the matter, Mr, McEvoy? 

MR, McEVOY: For reasons to which I propose to 
almost immediately advert, it is immaterial. 

HE CHAIRMAN: It is what? 

MR. McEVOY: Immaterial. 

THE CHAIRMAN: What is immaterial? 

MR. McEVOY: this proposed application to the 
Board of Transport Commissioners, because I 
respectfully submit, my lord, that all that would 
be needed would be 10 per cent of the traffic. It 
is the other 90 per cent that I wish to address 
your lordship on, because, as I said before --- 

THE CHAIRMAN: Why do you say this affects 
only the 10 per cent? 

MR. McEVOY: Because ' only 10 percent of 
the inwerd freight offering can be carried Bye ak 
owing to the inadequate rail. facilities. They 
cannot handle any More and the ralaining 90 per cent 
has to be handled as carriage of goods by sea. 

THE CHAIRMAN: Then you say that provision 
must be made by rail for the other 90 per cent? 

MR. McEVOY: No;. I was going to come to that. 
Frankly what I am submitting is that after pointing 
out the factual position as it appeared to us, to 


try and impress on this Royal Commission the necessity 


tedawSinime: at - uae yioisd 


‘gaudy Ot At ana a : le 


ighied ans _ovdom fi atl 

tisiedaaet of ten ¢ Waninct AHO a : 

Bae 68 Sotiesiigds Ssteqatq eke a vONalot AM | 
I eavenad .ptenoieeimiod droqanes?” to basod 

aiview deft fle todd hack yo ,oimdys YLioTesqest 
si eb ond Shs to dee AQ OL of blvew bebesm od 


BBSYBHe od datw ft dade dnee doq OC ~orido ond at 

sue Gyetod btee I be eeunned yad atdabtos OF 
agse'¥is pkg vee voy OR RAW  FVAMPZAMD GHP 

| edies soq OL oft YiHo 
15 tw adag Qr wine § ea@eee@ s¥0VEoM am 

biea ¥¢ beieusé ad seo gibtePio segtent Sagwat sav 

vodt ,soksifiest .[f0% sdeupebenk fd oF patwo 


dis weg OV yaailenss anf baie (ORS SLened Pores 


.6a8 yd Shoes ‘le sSoitide we Beibasd ad od gad 
dsielvoug #43 yoo voy eet pRAMALANS BH 


fives 43q G0 sed#c oid 40% Leet ye oben sd Jeum 


:Jead od omen od’ gudoy eaw 2 fam ae rio, $M 
ndidaboy faite dard as tai. a ‘ dhl Samet 


OF aii OF Hottesqek FE Be 


Sere cy ie Mr. McEvoy 


of including in your recommendations to Parliament 
the regulation of carriage of goods by sea rates, 
so that both by regulating sea and rail rates we 
could get into a somewhat comparable position as 
if we were annexed or adjoined to the mainland 
and therefor capable of being serviced by the sea 
and air system. 

HE CHAIRMAN: What regulates the present 
sea rates? 

MR. McEVOY: They are left entirely to 
competition my lord. 

THE CHAIRMAN: Is it carried by Canadian 
vessels? 

MR. McEVOY: In some cases in the main, yes. 
Now, since confederation came, obviously we are 
purchasing in the industrial provinces of Quebec 
and Ontario millions of dollars of raw materials 
and goods, wares and merchandise, which up to the 
time of union we purchased in the United States 
at lower rates and which could be shortly and 
promptly and much more cheaply carried. 

THE CHAIRMAN: Is it your view that the rates 
being charged now are too high? 

MR. McEVOY: We think they are. We think that 
unless something is done to relieve the position 
of secondary industry here, that we are doomed to 
extinction, pretty well so, Already my lord, although 
the ink is hardly dry on the terms of union, the 
oe is that five of the major secondary industries 
have gone out of existence. Without wishing to 
violate any professional confidences, I am advised, 
and I verily believe, that three more are on the way 


out, and all the rest -- 
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THE CHAIRMAN: Are you at liberty to give us the 
names of the five that have gone out of business as you 
say? 

MR. McEVOY: Well, I would have no objection to 
filing that information with you privately, my lord, 
but I would not like to announce it now. 

COMMISSIONER INNIS: You don't think that the rates 
on the 10 per cent which is covered by rail will be 
sufficiently affected by Lee eoreoeit tans 

MR. McEVOY: I don’t think’ So Sir,./°I do respectfully 
submit that as far as the industrial economy of the 
country is concerned, you can let that 10 per cent be. 
It will make no appreciable difference to the industrial 
economy of the country. There is the other 90 per cent 
of the problem to be dealt with if secondery industry 
is to survive’. 

COMMISSIONER INNIS: You say the rates are not low 
enough. Would not one have the imprescion that they should 
be higher if they are to give any protection to the 
secondary industries? } 

MR. McEVOY: It is the cost of raw materials that 
is altogether too high. The actual position is that the 
secondary industry has been forced to cut its prices 
from 20 to 40 per cent since union in the endeavour to 
meet competition from the mainland. 

COMMISSIONER INNIS: What you would want is lower 
rates forraw material, 

MR. McEVOY: Lower rates, through rates. 
COMMISSIONER INNIS: And possibly higher rates on 
manufacture? products? 

MR. McEVOY: And higher rates on manufactured 


products, yes. 
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THE CHAIRMAN: Is that so? 

MR. MCEVOY: Yes, 

THE CHAIRMAN: That the rates going into 
Newfoundland should be lowered’? 

MR. McEVOY: Should be lowered. 

THE CHAIRMAN: In respect of raw materials. 

MR. McEVOY: Yes. 

THE CHAIRMAN: And an increase in respect of 
manufactured products, is that right? 

MR. McEVOY: Well, if you applied in respect 
of manufactured: products, town to town tariff C-19, 

I think that would take care of the internal situation. 

THE CHAIRMAN: How can you apply that tariff to 
ships? 

MR. McEVOY: Apply the town to town tariff, 
that is to say, town to town movetients within Newfoundland 

THE CHAIRMAN: But after the goods get to 
Newfoundland? 

MR. McEVOY: After the goods get to Newfoundland 
and are processed, I think the tribunal has probably 
seen figures sdvanced by the province to the extent 
that it is contended by the province that the failure 
to introduce town to town tariff C-19 is resulting 
in overcharges to the province of $4,537,000 a year, 
I want to say this, that I am afraid I cannot agree 
Weeuh thaturigure at ali, I think it is altogether 
too extreme, but I do feel that there is an overcharge 
to the extent of $1,025,000 as is set forth in page 
i( ef the brief, 

Now, put simply or put briefly, my lord, we 
submit that the redistributive costs of merchandise , 
already manufactured merchandi.se, brought in from the 


mainland and then which has to be shipped from town to 
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town throughout Newfoundland or the distributive 

cost acer upon the movement of manufactured 
goods after the raw materials have arrived and been 
processed, means that we are paying today 28 per cent 
higher than we should have been called upon to pay, 
would have been called upon to pay had town to town 


tariff C-19 been made applicable instead of town to 


town tariff C-17 which now obtains, 


Page 9795 follows 
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Further than that, the distance standard mileage 
rates were not withdrawn to the Maritimes at Ee Oa ag 
in addition to standard mileage rates there was also the 
luid down tariff rates, allof which would have enured 
to us had our constitutional guarantees under Section ee 
been implemented and promptly ana properly carried into 
effect. I therefore respectfully submit that with respect 
to inward freight and re-distributive rates by shipping 
the goods from town to town after they do arrive 
in Newfoundland, that our freight rate structure is 20% 
higher than it would have been had the Terms of Union 
been implemented and carried into effect PesvLorne in var 
overcharge.) And i om ae perhaps conservative when I say 
that this is not $4,575,000 as the Province alleges but 
ceourr opinion $1,025,000. 

Now, we are hearing a lot these days, My Lord, 
about the intention of the Government to set US a hove 1 
Commission to investigate profiteering in Newfoundland 
because the general price level in Newfoundland is very 
much higher than that obtaining throughout the Maritime 
- Provinces. JI would say heregs I have said to the Honourable 
Premier of the Province, instead of thinking in terms of 
Royal Commissions and protatveering) 27 he would look at. his 
freight rate structure he would find that the general price 
level in Newfoundland is something like 20% higher than it 
would have been had Section 32 of the Terms of Union been 
implemented and carried out and town-to-town tarif? GC .1i9 
been made applicable as was their definite intention in 
both Section 32 of the Terms of Union and the implementation 
thereof by Bill No. 12 - 49 amending the Maritime Freight 
Rates Act and making the same applicable to Newfoundland. 


All I respectfully submit that the Canadian National has done 
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is to continue in existence this antiquated tariff C.17 
which had been introduced by a Commission in Newfoundland 
approximately some eight months before we entered Confedere- 
tion. 

Now, my lord, the time has nearly gone. We respectfull: 
submit that Newfoundland's industry is in a very, very, 
precarious position. Without being tediously repetitious, 

I would again point out the very important effect upon our 
small industrial economy if anything ever happens to 
secondary industry in Newfoundland. To tan economy 

of ours, the continuation of secondary industry is so im- 
portant that if I spend the next three weeks arguing 

about nothing: else, I could hardly exhaust the importance 
of my subject. Secondary industry employs 4,000 people 

and, SO; O00Ospeoplei andi rect li) thatetie: to sey; icopers and 
box-makers and all those other people who supply the needs 
of the secondary industry in Newfoundland. So that in the 
main you can say that directly and indirectly one-tenth of 
the population of Newfoundland, 30,000 people, is dependent 
upon secondary industry for an existence. The annual 
payroll is $4,000,000; the volume of sales is $23,000,000. 
Now already, as I before said, my lord, five industries have 
gone the way of all flesh and three are on the way out 

end if the future of secondary industry can be Sarely 
prophesied in the light of the immediate past history of 
secondary industry in Newfoundland, then unless substential 
relief is immediately forthcoming I am afraid that the day 
of secondary industry is over in Newfoundland. 

im soolarniass the freieht (trakfiolis eoncerned, I 
respectfully submit that special rates should be SEVeTY* On 
raw materials which have to be moved from the industrial 
centres of Ontario and Quebec for processing in Newfoundland, 


because, my lord, even with regard to the 10% of the inward 
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-~ 9797 - Mr. Mcivoy 
traffic, we want to remember that we have to haul this 
ell over 700 miles east of Cape Breton. We have broken 
transportation at Port aux Basques and Nova Scotia: we 
have breakage attendant upon triple handling. There 18 
the insurance and all the other economic factors which 
enter into the operation of the Canadian National Railway 
system in Newfoundland or between Sydney and St. John's 
Newfoundland. With regard to the other 90%, we respectfully 
submit that something must be done about it. Operating 
atvipeak capacity, the best that the Canadian National 
Railways has been able to do with the inadequate rail 
facilities at their disposal, is to move 10% of the freight 
orferingnfor Lransportation fromethesmainiand Ee Newfoundland. 
Well, as’ I see theopicture, even’ if: you make the 
Maritime Freight Rates Act, as I respectfully submit the 
Governmenthienbound toijdonunder: thevierms:; off Untont andi as 
it apparently intended to do when it amended the Maritime 
Freight Rates Act a few months ago, you are still begging 
the question because you will have this other 90% to deal 
Withes cAndrif youndealiwith therfretght ratenstructure: in 
Newfoundland, or if survival of secondary industry is 
“eontingent upon such relief as may be forthcoming. by and 
fromethe application of the Maritimes’ Freitgant Rates Act, 
THenel an afraid; *my Lord, chat wevhaver wasted oure tame on 
this problem. Therefore, I respectfully submit that this 
Royal Commission should recommend either one of two things, 
that the rail facilities of the Canadian National Railway 
must be increased irrespective of cost so as to provide 
transportation in accordance with the traffic offering 
Iauvorreral conformity Secoion. Seyi Ciauset l,orpthat,;the 


Maritime Freight Rates Act will be made applicable to 
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to say, eownecenuens tariff C.19, special rates on raw 
materials moving from @entral Canada to Newfoundland and 
that carriage of goods by sea rates must be regulated by 
going beneath the jurisdiction, say, of “the ‘Maritime 
Freight Rates Commission or some other statutory body, 
sotnat othe overall picture would result inva ’freight 
rate structure for Newfoundland so as to provide the same 
rate structure as would have enured hed Newfoundlan” been 
joined onto the other Maritime Frovinces end, therefore, 
theoretically capable of being serviced by the Canceicn 
National Railways system. 

Now, my lords, I would like.to direct your 
ettention to the fact that during the negotiation of the 
Terms of Union it was recognized that, of course, a 
distinction had to be drawn between matters of a permanent 
and enduring nature and which were capable of being safely 
insertedvin the document of-statutory cuarantecs, that us 
to say, that should properly find themselves in the 
proposed British North America Act 1949 Amendment, the 
Terms of Unien, and matters of epovernmental policy which, 
in-the words of the Honourable Prime Minister, were 
“scarcely Of eS ConstEvuLIOnal natures \-Fors.example, the 
elauses Fixing’ the statutory subsidies, education, and 
things of that sort, were naturally inserted in the British 
North America Act Amendment of 1949 which amended the Terms 
of Union, but matters or government? polity,” ao policy thet 
of necessity must be of a flexible nature. What is sound 
to-day is not so sound to-morrow and policy, of course, 
varies as the circumstances may require, and it was 
impossible to write into a constitution that the policy 
on this resurrection morning be such and such towards 


secondary industry or to some other aspect of Confederation 
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which was not necessarily a matter for constitutional 
guarantee. 
So, simultaneously with the signing of the 
Terms of Union, there was delivered to the Newfoundlenc 
delegation under covering letter from The Right 
Honourable The Prime Minister a statement on questions 
raised by the Newfoundland delegation, or, as [ see iv, 
@ statement of policy which would be pursued by the 
Federal Government on matters of importance to Newfoundland. 
Section 21 dealing with secondary industry or 
small industry reads as follows: 
"Tt is recognized that there will inevitably 
be some dislocation in Newfoundland's secondary 
AndUSstYy ese result of Union.’ Une .excen: of 
such dislocation, however, is difficult to 
measure since it will depend on the individual 
approach to the problem that is met by management 
and owners of the industries concerned." 
THe CUATRMAN< “ls this. your prief you are reading from? 
MR. McEVOY: I was not reading from the brief 
int wo any praer. my ord.” SLovde, bor Dear cundi et page 5% 
"The Canadian Government will do all that it can 
to assist secondary industries in Newfoundland in 
their efforts to meet such problems as may arise." 
And if there was ever any doubt as to the importance of 
tits, duest.on in: the minds of both parties who negotiated 
the ferme or Union, LD chink Theat Ge instantly resolved by 
the fact that amongst other things it has laid down that 
2 Trade Commissioner will be maintained in Newfoundland for 
two or three years, or more if necessary, in order to cope 
with this very problem. 


THE CHAIRMAN: Is there a Trade Commissioner there? 
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MR. McEVOY: Yes, my lord, to deal with this 
Very Guesvcion., I presume that He is there to deal with 
this and other problems, but I have to say, I am duty 
bound to make the statement, that as far as we are concerned 
be mag Vecm, Unable tO do anything for us. In-point of 
fact, nothing has been done for us. 

Now, my lord, we have two problems, namely, 
moving traffic eastward from the industrial provinces of 
Muebec and Ontario, with particular emphasis upon raw 
materials. If we are to compete at all with the Maritimes 
and other portions of Canada, it follows that some relief 
bo eeconuary industry must, be foruhcoming; for already we 
have been forced to cut prices from 20% to 40% and still 
heave not been able to meet competition which explains why 
fiver induevries Nave pone invo bankruptcy, three are on 
the verge of it (in fact, I am not so sure that applica- 
tions in bankruptey are not already proceeding) and the 
HlpUetion .6 Very, very Serious, that or the rights of 
secondary industry in Newfoundland. 

We respectfully submit, that dealing with the 10% 
espect OL ao which is merely begeing the duestion, 
Newfoundland is an island 85 miles off the east coast of 
Cepe prevon. ~The ocean 1s Our main highway’ to the world 
outside and unless armuntil - 

THE CHAIRMAN; Will you please repeat what you were 
saying? 

Din MenVvOY. “My “pesuecbluL SUDMIcstOn 08, my Lord, 
tiace vO) Merely deakswitn tThevratl “rate aspect. of the question 
is merely begging the question because you are only dealing 
with 10% of the problem. Operating, I respectfully submit, 
at peak capacity, the Canadian National is not able to handle 
more than 10% of the freight offering and, as I see it, no 


matter what relief or what assistance may be provided in 
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connection with that 10%, no appreciable difference to 
the industrial economy of the Island can result in 
consequence if the other 90% is left unregulated anc 
uncontrolled. 

We, therefore, respectfully submit, end the 
future of secondary industry is absolutely contingent 
Upon TCHASsys chat unless and until carriages of ecoods* by 
sea rates is regulated and/or perhaps subsidies to 
secondary industry are forthcoming, that the days or 
secondary industry in Newfoundland are very definitely 
numbered. 

Now,-my lord} T* want to-point out thet on et 
least two occasions, famous occasions, Confederation 
was employed for the purpose of lowering provincial 
barriers anu” providing equality of trade to Dusiness 
men everywhere throughout the Dominion in competing for 
Dominion-wide markets. You will recall in 1864 when 
dealing with the proposed Intercolonial Railway, that 
Sir John A. Macdonald, the Prime Minister, the Honourcble 
Mr..Bowgll, and the Honourable Mr. Gault definitely took 
the position that the Intercolonial System was not to be 
regarded as a commercial enterprise eat all, but merely 

HOLLIE Eslneans Of* providing unior.. “So thet iv is 
clear that°equality of ‘opportunity must be provided in so 
far as freight rate structure can make that possible. 

If there was ever any doubt about that, I would now 
direct the attention of this tribunal to the preamble to 
the Maritime Freight Rates Act of 1927 which reads cs 


follows: 
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"WHEREAS the Royal Commission on Maritime 
Claims oy Lee renoru, GavLed Seplvember 25rd, 
1926, hos, in effect, advised that a balanced 
Study of the events, and pronouncements prior to 
Conredgerou.oMm, Cho 2b 1S Constmmation, and Of 
the lower level of rates which prevailed on the 
Tnvercolonial sys vem Orior' to dole)! has iin. 3 
opinion, confirmed the representations submitted 

co oe COMmmiesion On Denar ory une Mari time 
Provinees, nawely, thab the Intercolonial Railway 
was designed, among other things, to give to Canade 


- J 


in times of national and imperial need an outlet 

and inlet on the ‘Atlentic: Ocean, and to arrord Go 
Maritime merchants, traders and manufacturers the 
loresr merket or the whole: Canadian people insvecda 
of the restricted market of the Maritimes themselves, 
Qiso thet strategic considerations determined 


* biae 


bonger rouve then was actuelly, necessary, and 
fore that to the extent that commercial considerotions 
were subordinated to netional, imperial and strategic 
conditions the cost of the railway should be borne 

by the Dominion, and not by the traffic which might 
pess over the line; And whereas the Commission hos, 

in such report, made certain recommendations respect- 
ing transportation end freight rates, for the purpose 
of removine 2 burden imposed upon the trade and 
commerce of such frovinces since 1912, whicn, the 
Commission finds, in view of the pronouncements and 
obligations undertaken at Confederation, it was never 


intended such commerce should bear; And wherecs itv 


is expedient that effect should be given to sucn 
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"yecommendeavions,/in so far .<s. itis reasonably 
possible so to do without disturbing unduly the 
Generel rate suruecure in.Canada: Therehore His 
Majesty, by -endiwi th che advice and .censent of 
the Senate and House of Commons of Canada, enacts 


as follows:--" 


G8/ 2- 
PAGE 980 FOLLOWS 


alo WORE HoT . 
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That is just what S exactly happening in New- 
foundland today. The cost of the service was de- 
finitely proposed by the government, If I ever 
have an independent impression of what I 88 Vite a 
have it there beyond any misadventure, the authority 
of the amendment as to the Maritime Freight Rates 
Act of 1949, which was designed for no other purpose 
than to clearly and exclusively implement the re- 
quirements of Section 32, Why should we ask at this 
time for a freight rate structure which results in 
an overcharge of $1,025,000 when we are struggling 
for our very existence ourselves? 

I propose, with the permission of your lord- 
Ship and Mr. Commissioners, just to briefly run 
through the recommendations at the back of the 
submission. 

"1, Secondary industry must be fostered 
and maintained if calamitous repercussions 
to the economy of Newfoundland are to be 
avoided." 

I said that before the ink was dry on the terms 
of Confederation that five industries have gone 
by the board and three are on the way outa 

2. Improvements must be made in existing 
railway and Port facilities.” 

Our reason for that, my lord, is to try, if? at 
all possible, to move as much freight as possible DY 
rail. The 10 per cent must be increased to a point 
where it is reasonable to the C.N.R. 

"3, Newfoundland Railway and Coastal 


operations should become independent of the Atlantic 
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Region and come under the direct Supervision 
of Montreal", 

Our respectful submission there ig that New- 
foundland has no contact with Montreal. © On-the-spot 
decisions huve to be made and they hve to go through 
the Atlantic Region and, therefore, much time is 
lost at Moneton and then you have to refer it to 
Montreal and the decision would be made in Montreal. 
Furthermore, in Newfoundland the Steamship lines are 

an integral part of the railway system as the 

terms of union will reveal. It was recognized that 
one could not be divorced from the other for the very 
Obvious reason by virtue of the insular position 
that there was 6,000 miles of coast line that had 

to be serviced, Therefore, the coastal steamship 
Operation. which was part of the railway operation 

was not capable of divorcement and as part of our 
railway services was trusted to the management of 
the C.N.R. We feel that the operation of a steamp 
Ship line is like the operation of a railroad line, 
onsite Specialized form of endeavour but that 1% 
does not lend itself to proper managetivat when it is 
directed by Rata wayemanass people, and therwlope, we 
feel. that, the Operation of a coastal System over a 
6,000 mile coast line by a railway offic€ in the 
Atlantic Region is an absurdity, and we say that we 
Should come under Montreal go on-the-spot decisions 
can be promptly; made. 

Then we ask for a new rate Structure on raw 
materials from ie mainland for processing: in Newfoundland, 
So that the laid- ar cost to manufacturers in 


Newfoundland will be equalized to the cost to 


3 he : 
ay. ; ite - Oe. 


— ott 4 ae sm ome 


- ¥ ‘ 
- : in 


(ete Sault a see Melee sities aa 


Moree eect ais He hy hiner WH sath 


ea 


| : ¢ a see 4 
pbs es 4 wt é- » A at © 
pes ome ~ ee aay . a se Ty vad 4 
‘ +i. i ae ar = Cab SS" -- & Pasir: MAL AS Phas > s in eta Ge4 Maes 


7 
= 7 , 
as : . Pale 
: ve, Pre Vin ee, eee ete ar. 4 reer, be 2 fF 
bus. OH filet eats Li ’ PI tine bee y, Eee Biss Ee ners: ole as 
' 
- a 
pa eh My = *, - > me e » 
a ah ireties ca aver oy, fan wate 
c] 
‘ r ~~, naa bs ie ti feb ee ey j ee ty or me -- > nfioe 
“ 8 tae +i poesia Pew oe a | x ot be. - > 
F 
ind: 
ot a nm i a oe pairs peer es | " Tex. yoo Se. 
io ta Bie ay io ; aa) area Desa A eee? SL = i (SE 


| 
7 ‘ — La 
silent at th “, on, ae ae | p ab be * walt biked citi : 
wy Ge Ot PSEeS: SUR a | Beotereh Se. ae EE aFO- rs 
: 
‘ Ee & 4s. wo Me Se pees & gat ndp “4 = » z Pe 2. Oost 
ri ec ta haan alegre Jo oaitiv qo nesses autho i 
at. S wae 3 a fe ‘ pe’ F sf 4 Hat J ‘ 
eet Ge Gf.: taco a3 Bee | : ba eae ee eres porta 


sete ro ra] rer Po ae? Peto = ad od: ; 
4 j 
} 


~“ = ss ge i rect sie e 4 ame f 
bcp i. ‘ ¢ 2 { a Le a re £ 4 aa { 
7 
4 
aye ¢ "Sy ‘ few Lape e e & h ao el ee ey “a : 
so Eo ae: Jan temorrovRe to .ohdaGes. Foo we 
' ’ 
‘ Sy xilo St leu oe aes {+ ie a ery) LSS. So ey at ait i” 7 
=" Ae es Es a EAS wis Wa ' ! ae Sela av ne = ee ms oS Vo Eee 


ry 


j bah ee Be - TS di: ae as “re a ase 
(WEES 2 : ae le ea te Pees - ose ¥ Sethe “t 


: i al 
| Rte Poel isi s muss Rh" ety ob ae act M4 
a a a 


0 


SY edd Gnd “WHeveeban to mre? heshiahosqe (rev go 


bam , — ah ; adil ¢ ab UN 
f ayrons Oa £084 hae t Por Las : 


‘ 
ef Ud Bl ik vemos in Jes | wt  « 
a 


bareyautiet yd Dev osatb” 


‘ Pe Fa ee : vas ry 
0 ei 4 or ae sere oe wh , BSI eS 
: ° ~ % 
* ‘ eS . od . A , ey ‘5 bs } 
a apvo Mateaye Tatesoo B To Sungate edt tad? Look): a 
fa) 
op 
, ote ee ee y; ar ie rr 2 
i+ WE Sotttta Yewktet 6 ¥d onl TaRo8'S m& OOO, is 


ov get Kee ow bas .yrthureds ag’ es aotgon pbtatetats 7 
TAats a0 itech mee 


wie fo Suntortisoter wen 2402 ae 


le at — 


nen 4 


- we be is 


L 


Picts it) ae Mr. McEvoy 


Manufacturers elsewhere in the Dominion. 

Perhaps, onere are three positions that might 
obtain there. It might, perhaps, be necessary to 
assist by providing a new freight rate structure. 
There might be provided a form of subsidy granted by 
the Federal Government to secondary industries, or 
the answer might be found partly in a new freight rate 
Buructure “end partly inva form’ of subsidy, 

But this much is certain that this potential 
market of $110 million a year is already being de- 
feated by virtue of the fact that people are losing 
employment every day, and it seems to me that whether 
it is by way of a subsidy or by way of a new PrelLene 
rate structure, the people should be properly ex- 
ployed, and if that is not done it is going to have 
to be done because these people are being thrown out 
on the street and are being supported by the taxpayers 
of the Dominion. I submit that they should be kept 
enployed at. ail ‘costs, 

"Special rates to Newfoundland manufactuers 
to create equality of opportunity in com- 
peting for Dominion-wide markets," 

If we cannot compete, we are out of business. That 
we are not competing is an evident and a foregone con- 
clusion. It is upon this very vital problem that the 
existence of secondary industries depend. 

Finally, my lord, that the freight rate structure 
in Newfoundland should include the regulation of 
carriage of goods by sea. As I have alread said, 

OO per cent of oun things have) to be made by water 


carriages. The railway just simply has not got the 
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facilities to handle them, and that the regulation 
of carriage of goods by sea rates should not be 
placed under the jurisdiction of the Board of Transport 
Commissioners, which an amendment to the Railway 
Act of Canada would provide, but rather would be 
placed under the Jurisdiction of the Maritime Commission 
or some other satutory body set up for the express 
purpose of regulating the carriage of goods by sea 
rates. 

{I would like, my lord, Mr. Commissioners, again 
TO express my deep appreciation, and to thank vou. for 
your kindness ane patience in hearing me. 

THE CHAIRMAN: Is there anything to be said now? 

MR. O'DONNELL: Obviously, in view of the 
arrangements which were made by the Commission Counsel 
anything that we might need to say would have to be 
reserved Tor a. taper time. The position of wtne 
CONGR. 4g) Seu, UNOerstand 1% 1s that the Canadian 
National Railways complied with the terms of the 
Government of the Province of Newfoundland concerning 
rates, and that is presently before ths Board of 
Transport Commissioners, and Mr. Corbett has said that 
it has been set down for a hearing. I would further 
Say that my understanding is that at the present time 
arrangements are in progress for the incrose of 
railway facilities, and all traffic that is being 
offered for carriage is being handled at the present 
time in one way or another. 

MR, COVERT? I think’ ‘the next submission is that 
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Nas, MegPheRsONs, | Your Lordship», Mr... B.C, 
Cronkite K.C. of Saskatoon is appearing with me. In 
the submission of the province there are a number of 
figures, 1, 2$,3, 4, I think where the plates are 
not here, and consequently, so far as the record is 
concerned these figures cannot be transferred on to 
the record, and consequently, I have discussed this 
with Mr. Hunter, and I might now say that these 
figures so-called, and I am referringto figures like 
that and that,my lord. They are not figures in 
tables. 

I propose, my lord, to file five copies of the 
Submission as an exhibit. 

THE CHAIRMAN: That will be exhibit 128. 
~--EXHIBIT 128: Five copies of submission of Province 

of Saskatchewan. 

MR. MacPHERSON: I will now call Dye a -Beintine dL: 

DR Ge, Bs (BRINTNELG «CALLED 


EXAMINED BY MR. MacPHERSON 


Q. Dr. Brintnell, you are making a submission 
on behalf of the Government of the Province of Saskat- 

chewan, 

AD (LSS. Sy. 

Q. I think, before you proceed, I would like to 
qualify you professionally, and I will try. to read it 
into the record without asking you too many embarassing 
Questions. I believe you had your Ppubiste ‘achool and 
high school education in the Province of Saskatchewan, 
and then you attended the University of Saskatchewan?’ 


A . Yes e 


as 


s 
ben ( 
ws 
_ 
uP 
a. sa. 4% 


ae & -) 


} EO ai oe ee ‘ i 


ax tin gricesggs Sl ficiisioudae rt 


> ore yee ‘s ate Seat oniwornt: aly oo sotam 


Bo 


sos dary jon pry Adah Y Uk eee 


(USS) Sai Po) Somkword. od Ge ap $2 80u 


Voaswoadstevecs ta vitevnyvicd ade holes 


{ove 


* Rea as ae ee 
oi Goad pent arias: 1 ees 


+ ‘*) al : a 
wee aes wb frre Da li herr UW bre ipa 


o% 
—— 


ated Ge SRS (Borin s jmors bom i 
treupenno> OME bases att: a 


ay coe 


é 


mike, SUSUR Te 
+ ~ ip g Acute a - «he “4 . = us ey al 
eh SSeS Se SH YT): Ae Villy AGREE 
L's 2: 7 7 We ae Se Pr 
no 30 Ty a 5 STk iS ere geek me uM 4 Siro 
wi i." Hy a p 
TERS ERO. 1 ay ES 
. vit? ae SATe ae 
RE tay det ee ER See UL ear aw 
® oe 4 n> 
Your 25 ole inowy 2S sare : etree id 
] 
: 
a 8 s be 
Pet 4. We w : oe tL i ’ 7 ; 
rh 
‘ie 
- ms : cs eh y 7 "SPS OeE , 74 re ’ ATi 
seolkte wot Cleo Won LLP 2 PROGR Oe ae Wy a 
’ t 
: sc es eee xy ‘it 
aa Rahs vi chat pel" "yeaa ey woh ae eae 
ee hatee See mocha ate rc NOLES SAN FE eacielede dicts iS aca 7 : Ne 
‘ iP aae 
bitin bacde oe Cie ae re Tha wes n ’ 
Paks Se es ae ie oe "ri Be e My Labs t 
arene ance ies aya eat CSSA Ay APTS WR aI GSE AV SBIR ES : r 
- [ 
vi 
b 
. anes wee Ee 
Tolsecmdee £ ! foie : 0a eo PES CELT og SE A gi ‘ .s 
ey 
‘eek * F is Fp tesmeesaod ad to tfetled ao 
erie £2 4) £: * ; \ 2% on eta es he =~ AEN ae oe sim : : 
vi ia 
+ 7 
' ie A 4 (ie 
Pay i Wi 4 2 ane 
Al 1 
* é iy 
P 4 i 
smaes msc) d ait, - 7 Tap 
} A 
7 
9 S u* “ , 
Hit piece = 2! ors Noy gwotted aeeay TD .g * 
: i. 
F - ~ v. at & ~*) ~ mA *! ; 
p “t 4 0 * LASS ig et CMO GY Ae oa% ¥ 
rs 
RETEHE Wire ot NOV sibaee crody boat vas ote 
os &! fac o Pf hei ener fae rok Graz a 6.2 . 
iz ie ee ae 2 A wie Ot a bet re et Shoe } _ 


dad oe 


aw 


Ke 


Dre sriantne ls 
aw 9817 as 


Q. From which you secured the degree of B.A. 
in 1929? 

Ay ~~ Yes 

Q. Then you also attended the University of 
LOPon to? | 

dy ees 

Q. From which you obtained the degree of M.A, 
in the year 19349 

he  YSS, 

Q. From the University of Toronto in the year 
1938 you obtained the degree of Ph.D.? 

Hy Yes, 

Q. You also attended the London School of 
Economics and Political Science? 

Ae LES. 

Q. As to your university appointments, you were 
an instructor in economics in the University or 
Saskatchewan from 1930 to 1935? 

ae” es.. 

Q. And you were a lecturer in economics at the 
University of Toronto 1n 1935 and. 1936? 

Ae MES. 

Q. And you were an assistant proressor. of 
Economics in the University of Saskatchewan from 
1936 to 1938, 

is. YEO, 

Q. You have been a professor and head of the 
Department of Political Seience in the University of 
Saskatchewan from 1938 down to the present time. 
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aut You are presently in that position? 

fuel Les, 

Q. . And you are also head of the Department of 
Economics and Political Science at the University of 
Saskatchewan, and have been since 19459 

As Yes, 

Q. You have had certain other appointments? f[ 
believe you were Economic Advisor to the Government of 
Saskatchewan in a Royal Commission on Dominion-Provincial 
relations in 1937? 

aoe reo. 

Q. You were a member of the Economic Research Staff 
of the Royal Commission on Dominion-Provincial relations 
in 1938? 

i wea 

Q. You were the Chairman of the Dominion Govern- 
ment Royal Commission on the Coal and Mining Industrty 
of Alberta and British Columbia in 1940 and 1941? 

Ax Yes, 

Q. Likewise, you were the Chairman of the Dominion 
Government Royal Commission on the Coal Mining Industry 
of Saskatchewan in 1941? 

Hie | oS 

Q. You were Economic Advisor to the Wartime Prices 
and Trade Board in Ottawa from 1941 to 19449 

nd | eos 

@e You have been the Chairman of the Economic 
Advisory Committee of the Government of Seskatchewan 
from October 1944, to June 19459 

Ae Yes. . 

Q. You have been a Special Advisor to the Govern- 


ment of Saskatchewan since July, 1945? 
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Yes. 


You have been the Chairman of the saskat- 


chewan Fréight Rates Committee Since October 1946? 


Qe 


Yes. 


imiaddationrto that you have had certain 


other activities that I would like to read into the 


record: 


Q. 
titled 


Canadian Delegate to 5th Conference, Institute 
of Pacific peta toa! Yosemite, Galifornta, 1936. 
Canadian Delegate to 2nd British Commonwealth 
Relations Conference, Sydney, Australia, 1938. 
Member of Canadian Delegation to International 
Conference on Food and Agriculture, Hot Springs, 
Vile ba: eb 94,3, 
Member, Executive Council, Social Science Re- 
search Council, 1948, 
Member Executive, Canadian Political Science 
Association, 19489 

Veo, 

You were not a freight rate expert? 

No, 

Or a transportation consultant? 

No. 


I suggest to you that one of your books was 


"The Wheat Economy" which was printed by the 


University of Toronto Press in 1938? 


N 
tle 


Yes, 


(page 9827 follows) 
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Q@. And then with others, and there was another 
publication, "Canadian Economy and its Problems". 

Re VOR 

Q.. Then you have written numerous technical 
articles I believe in the Canadian Journal of Economics 
and Political Science, the American Economic Review, 
and the Canadian Historic Review, and other journals? 

ASYSe. 

Q. Now, Dr. Brintnell; you have the submission 
of the Province before you, and I suggest you now 
proceed to read the submission. 

THE WITNESS: Your lordship, Mr, Commissioners, 
Part I of the Saskatchewan Submission is a somewhat 
detailed outline of the Saskatchewan economy, divided 
into certain sections, some of which I shall merely 
summarize as I get to them. First, is: 

Parr 
THE SASKATCHEWAN ECONOMY 
Liner oduc un On 

The Saskatchewan economy is peculiarly dependent 
on rail transportation because of distance from 
markets, a high degree of economic specialization, and 
the bulkiness of products bought and sold. 

It is scarcely necessary to stress the geographic 
location of the province. Producers and consumers in 
Saskatchewan are farther from the markets in which they 
buy and sell than sre those of any other provqnce. 
Furthermore, the Wandteds of additional miles which lie 
between the Saskatchewan economy and its markets can be 
bridged only by rail transportation since neither inland 
nor ocean waterway facilities, extend to the central 


plains area. The competitiom of ocean and lake carriers 
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which offsets to some extent the locational dis- 
advVentsges ol other parts of Canadas is of little 
relative benefit to Saskatchewan. 

MR. MACPHERSON: You use the term "relative 
benefits" there. 

A. Yes, relative. We concede that these 
other forms of competition are affected, but I will 
enlarge on this point later on. 

Qs. (YOu Will deal with thst later on in the 
submission, 

THE WITNESS: Saskatchewan has a considersble 
variety of natural resources including those basic 
to agriculture, mining, forest production and 
fisheries. Like most other communities, however, 
the province is lacking in certain important 
resources which contribute to economic diversification, 
It may be stated with some definiteness that the 
payment of high freight charges has impeded divers- 
ification and in the meantime, for several decades, 
the grain lands of the province have become less and 
less productive. In providing a bssis for Labour 
productivity, under present conditions, the agricul- 
tural resources of the province possess an over- 
whelming advantage over all or any of the other 
resources, and among the various agricultural 
possibilities which exist, the climate, soil and 
topography of the province compel a high degree of 
specialization in the production of wheat, with 
lesser attention to coarse grains, livestock and 


dairy products. 
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MR. MACPHERSON: Dr. Brintnell, you have 
used the term "impeded diversification". Just 
what do you mean by that? 

A. I am thinking of industrial rather than 
egricultural diversification there, of manufacturing, 
mining, forestry, and fisheries, rather than 
agriculture. For instance, we cannot assemble raw. 
materials on low town tariff rates in the West as 
is possible in the East. The absence of competitive, 
or the relative absence of competitive rates 

militates against us. The heavy freight burden of 
| Shipping capital goods, machinery, and Supplies 
_ into Western Canada, and the heavy freight burden 
on the products shipped out, tend to impede 
diversification. \ i ami thinkine,. for instance, of 
our considerable sodium sulphate industry and its 
freight rate problems, 

THE CHAIRMAN: Where is that industry? 

A, There are four plants in Saskatchewan, 
your lordship - plants at Bishopric, Gladmar 
eqidyPo bon 

Q@. Where is Bishopric? 

MR. MACPHERSON: Just south of Moose Jaw, my lord, 

THE CHAIRMAN: What is the next one? 

A. Gladmar. 

Q. Where is thst? 

MR. MACPHERSON: It is directly south of Regina. 

THE WITNESS: Palo, which of course is west of 
Saskatoon, and Chaplin, which is between Moose Jaw 
and Swift Current, Chaplin is the largest of those 
three plants. For instance, freight rates or 
freight charges on the products from the big plant 


at Chaplin amount to more than 50% of the total cost 


a gant ae iain nal eo 


mo 7 


At ean : vee we 


: : t ’ Oo 


ase orto: Suubetatboa? V0 ‘ 


“syIPR UNO: Ay . Sten 


ie 


Ps Ai . > as , pase sl 
, SIGE AGREES ye, Se 4 


ae Pik. LD 
OOS Be 


a S , reeees- ’ oe EE § il 4 . ci Pa gS. Jn Eo Lie ay SS 
; its APSE I elapse Wh SSE? Si GS > fils SERGE ae 
. F , 
7 a). Be. 
‘ Ps PAD eae ou 
. Da : . Neh i SSpuchiis Fi es pw re ae a 
5 
. ¢ ‘ es Bas: | oy i% oz wis, i 
Pee ‘ea ae es oe + ) “ gh es. : ‘ ee el 
Peetiyeyt #71. > re Oh Sa eke AvAS, Sif. BLE ee eR ya CRP Rs 
doceyy os ¢ , Baye a | 
2 anes 4 Lota * am Pad <a, Yet 
‘ 
pe ace eh ud ’ § “ ’ > 
iy go SP A SES wtote! Alag: A AS ‘ae , ‘ nL! 
Z, i copter Pa ’ 
LBS ee ee BRE Spise FIR aera, | BGR oe SEF Earteall 
i = + 
wie ae # ¢ 
a Sys £ is 
a ~ ie : a by i An . A Ave Pe 1 
4 beet itis, hens. 
aay acd 8 Ld Ma dees fide 3 ers ee 
fees Pattee rose} Vi Hist tye te Pepa: pat Line = hyeera ie 
; ep) 4 Ses haw &C BP A td f a toh as P ss be Be Ale a! EON 
~ 
, : 
li % 
‘ 
f 
234 a me Sheet oe Cz ; cs 
aan ods Din eke la - . a 
‘ . : iS * ft 
as oomeyye feces A = g i aT Cae » fede 
eas L Re 4 WRT hd t ef Pee ly Sind Ae a ie «i 


rid at exalt a8 
Seibel 22 ROR RRR im. Ais 
se be ae % ti sae ge rm mee WY 


2, gO laee 7 RAGA Pe spot 


tan A: > 1-9 ee Ses 
rkhy st eTNPRAND 22 
: ir ; j 1) A uy" is - 


panes eink HON 


Ja re ' [ta ay . 


- 9830 - Dr. Brintnell 


of putting the product into the markets. 

MR. MACPHERSON: All right, Dr. Brintnell, 
it) you will go'von with ‘the bref, 

THE CHAIRMAN: Just a moment, I have a 
question. I understand you to say that one of 
the things that increases cost in the case of this 
industry is the lack of competition in carrying 
whe freleht; is “thet rient? 

A. Yes, lack of effective water and truck 
competition. 

Q@. Is truck competition not fitted for 
this kind of transport? 

A. No, you have a product which is bulky 
in proportion to its value, and in the case of 
Sodium sulphate your markets are nowhere near 
the area of production. They are in the areas, 
or largely in Eastern Canada and in British Columbia, 

The Saskatchewan economy has developed, there- 
fore, es a highly specialized, staple-producing 
economy relying heavily on export markets. As a 
corollary of this, capital and consumer goods 
produced locally constitute 9 small proportion of 
total requirements, with the result that there igs 
heavy reliance on distant’ sources’ of supply. 
Agricultural products normally represent from 
seventy-five to eighty-five per cent of the net value 
of production in Saskatchewan. 

I may say that over the last five years the 
figures vary from 74.2% to 84.2%, 

The manufacturing which has developed in the 
province and which accounts for approximately one-tenth 


of net provincial production is chiefly concerned with 
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the processing of agricultural products such as 
wheat, livestock and dairy products. Saskatchewan's 
manufactured goods therefore must go to outside | 
markets along with the rsw materials of the province, 
and their existence reduces only slightly the degree 
of specialization which characterizes the 

provincial economy. 

The urban communities of the province do not 
represent any essential modification of the 
Specialization of the provincial economy. These 
communities are primarily, and in the great majority 
of cases exclusively, market centres which serve to 
assemble the farm produce of the region for export 
and to distribute the merchandise which has been 
imported. They are indispensable to the ferming 
community and their prosperity is wholly dependent 
on the prosperity of the farmer. 

As in any staple-producing region, transportation 
costs are of the utmost importance in determining the 
margins of profitable employment of labour in 
Saskatchewan. A general statement of the Significance 
of such costs is that the production of the province 
nets its producers the world price less freight to 
world markets, while at the same time goods purchesed 
in the province cost the purchasers the world price 
plus transportation costs from their point of origin, 

MR. MACPHERSON: Have you anything to add on 
that point? 

A. I merely draw attention to the fact that 
this is a general statement and that this condition 
is inherent in the nature of world pricing; We 
have to sell our wheat in competition with the other 


great wheat producing countries of the world at the 
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price Me) Se these conditions. On 

the other hand, we have to buy for the most part 
trade-marked articles produced largely in Eastern 
Canade. For instence, our automobiles, our trucks, 
our combines, our heavy farm machinery are priced 
to us er factory plus freight basis. 

COMMISSIONER INNIS: Is that the same as the 
world price? 

An Hardly.) wath respect to consumer goods 
and to goods which come into Western Canada, since 
most of them are produced in Eastern Canada. It 
would be more accurate to say it is a national price 
determined inside of Canada rather than a world price, 

The harsh facts are, of course, that the world can - 
usually there are exceptions, and there have been 
exceptions within the last few years - get along with- 
out our products; and also since we are not a very 
lerge market by any terms, with a population of two 
and a haif million people, they can also get along 
without selling to us. 

THE CHAIRMAN: When you say there are two and a 
half million people, you mean -- 

hi, beam vphainking ot the -Prainie Been In 
the case of Saskatchewan it is only 850,000 people, 
or it is 851,000 according to the last estimate 
which came down e week or so ago. 

The real productivity and real income of labour 
in the Province,.therefore, depend upon the comparison 
of these two monetary measures, in each of which 
transportation costs is of major importance, Any 
relative lowering of transportation costs in the 
prairie region or,on merchandise, going, to, or, from 


the prairie region holds the promise of marked 


weve @ tush ast ea te: os oe 


retard iss 2 Crgaolt Fests: Byer’ 


Seitt Gm; Gita Gia a mgper ay aa: nee 


’ ve 
4 . } iL ee 
eis py. Ota ree a eee ca hee Oe LO eet 
s ERO SSH: Os) Sei ee PURI « Gia, 
t - ’ 


SOS): RRS Ge, OURA Oe: f tees | BLOG, ‘et if 


mace oe 


en ee 


fe! A, 6 RE TR eee, Get. 


P ats ‘ fo 
2a ier Cot + Fie ete u “ye vine t ah 1 
ue ae ef Ls¢ fasion’ sien A hoy Se Bere oh Su 73 re re . 
* 
- ff at ’ 3 . ; 
a A PP RES: Th Sate 4 pio Hen Moe rR gs Pee ty © Tip ee } r 
wt Oy a, See BEN EOE lp page ch RAY RIS 
ft. = P . 3 ‘ 4 ‘ re 
Spore pax Fit Fale eters. ore et he ree Dee. sept, | Seer | ee 
aE UAE SS Te RMR, Dy EG: | Reads Ay 
“* : ron aoe, it _ - 
pe sea “NS, ART ASR TRE, | PERDANA AM ae ee TORS 
¥ 
) 
' 
inh tee Pre re ’ ae re: ee Perey ie ee lie 
“UT GAD Ta 5 Bae wag Petey odor has 
ane, s * Br > > + 
3 - ate. mie a Pee eee lies me tA en + oy oh 5 fey uf 
ri we ys * etal ic Vevniubaies, EG AR) AYRE ge te a ; cS 
; 


. Pes) § Y Bere oes .= 4 “ ea Stags aye ies ies eK he ef)’, 
- art ath rae Ee Se ARLES, my eo ead Jini bes i A we) tah. SK eed 
frase Xe q-4- Le Pond Teh ‘fee ee ee be Got f . 
SEIT Bie, Shy YOM, 4, SRR ME A Deas t 2 sd 2 ats, 
Me iy 
& Fl LA, 2 r . 
#4 i wae mid Ae Tk vth ce ea my 


4 
car] if fi 
a |) 
: ® Cort ace eee weak pate ape 2 Ver) Setete) |): PARR 
x DTS Oak: pre} DEG ase CRs, is ay reg ial WED tht } Me 
2 a » ‘ yy Fy ’ 


iJ 
( 
. aya .. - rae 7 me ae? sj r { . 7 a i .) / 
’ ME et cae hy EOS], ame ‘ : Late That ; 
von 
- ay was: Pe a hes my Ca on ( i nl 
tha ae = Sais Be hel ube eh 1) wh a wt eat 


ie oa lets ae eae Piet 
LBtiqosd OVE, 


eid: a k. heey “ ie Baath ieee RO ne, Aes a ve it aT 


Fete PE a. oe 4 ri ae 3, j J 
TAEWITE?. BEG.) BA eg 


ae. Be 


>} 


stoltt, a9 ae 20 
he 04 coer Wiag 


TOR Whe Wes . ae 4 a &s a; &, se 
eee 
eh Ors eebroge ces ye ism 


- 


a | 9 7 ae 


Pe yd et Pe ean i Re 
en PATE Tae 


Ble! Gee ponte 


wip 


- 9833 - Dr. Brintnell 


expansion in the economic activity of the region, 
Any pronounced upward revision of railway rates 
must seriously narrow the margins of economic 
productivity in the Prairie Provinces, 

COMMISSIONER ANGUS: Dr. Brintnell, can you 
make that more precise in eny way? Would a small 
lowering make a marked difference or would it take 
avery substantial lowering? 

A. I am thinking particularly there, Mr. 
Commissioner, of our industries, “I think; for 
instance, with respect to our sodium sulphate 
plants that, given a reduction of freight rates, 
the conditions of production are such that we 
could have a marked expansion of that industry. 

I am thinking also there f the fact that General 
Motors did establish a plant in Regina before the 
war, and the effect of the establishment of that 
plant was to bring in such industries ag paint, 

glass and other industries Servicing General Motors, 
General Motors found that it was an uneconomic 
proposition generally, although I do not know whether 
this could be proved, but generally it was reputed 
that the high freight rates militated against the 
survival of the plant - which is now an ordnance 
depot, incidentally, and the plant shut down. But, 
given a little chance for expansion, there are a great 
many other industries that could be broucht' in, 

Q. I mean, have you in mind s reduction of the 
Oo. Yr of 10, 20 or 30 percent, or how big would the 
reduction in freight rates have to be to produce a 
Significant change? 

A. Well, I had not been talking in terms of 


putting any particulor price tag on it. It would vary 
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tremendously from industry to industry. A 
relatively small reduction might attract certain 
industries; other industries, obviously, if you 
wiped out the freight rate, could not possibly 
SuUPV IVE, 

THE CHAIRMAN: The uncertainty is due 
to the fact that you say that 9 relative lowering 
of transportation costs would bring about a marked 
expansion. The difficulty is to get a closer 
relation between the required lowering and the 
marked expansion it would bring about. 

A. Yes, that optimism srises out of hopes 
from time to time, buoyed up by the establishment 
of plants like General Motors at Regina, bringing 
in more industries than we even expected to come 
LY We 

COMMISSIONER ANGUS: But you cannot help us 
at all with an idea of the magnitudes in which 
we ere to think, 

A. We propose to try to assist the Commission 


later on when we come to our specific suggestions. 
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Kee eopose to try to assist’ the Comnisaad on 
later on when we come to our Specific suggestions. 


The question of the value of Procue cs), in 
comparison to their bulk is important in assessing 
the impact of freight charges Upon. aneconomy... Lt 
ls a truism that commodities of high value in relation 
to their bulk are less affected by transportation rates 
than are commodities comparatively low in value in 
Peletoony mo. thedr. bulk oth ss fact may have regional 
Significance depending upon the types of commodities 
concerned. 

The fact is that agricultural products in 
general are of comparatively low value in relation to 
their bulk and the regional significance of this in 
terms of transportation charges is clear. As for the 
merchandise imported into the Prairie PRovunces. an 
general it is of considerably greater value in relation 
to agricultural produce. Nevertheless Preirie Province 
imports are bulky and cumbersome, the most striking 
illustrations being offered by farm machinery, auto- 
mobiles, building supplies and canned goods. 

The technology of the wheat farm has been 
revolutionized within the pest twenty years. Wheat 
growing has, as it is commonly said, become mechanized. 
One significant result of the process of mechanization 
has been to increase greatly the relative importance 
of transportation in the wheat economy. Revolutionary 
improvements in the internal combustion engine and in 
equipment to be so powered have practically displaced 
horses. This has, in effect, moved labourers away 
from prairie farms into eastern factories and industrial 
towns. Farm labour which a generation ago was engaged 
in raising and caring for western work horses, in 
driving them in the fields, and in raising vast acreages 


of feed for them, is no longer needed for these purposes. 


Np oe ke 


Po ie 


; fp aver ogmies 2 aaeane cent oot 


; eeu one 
oi Bude ab wok: awd seeders: viet sain ¢) vine 
" tanodpit: Swan fom FoR aoe) abet ve oct) mere 


" 
was 


| potty Hoeabio {ei nea, one nog alti nb area SEY 
| hearse 


i 
. : | on 
st ad DEON fenhisokige sy eh oak OY 4a 
ae woltalon ce etfavewol qlovistaseqdom 2O Sam a 
; one 
gk Bini cio Sn OeT Cag ee Lakecbners ote Bad Nband tote 
eng xot Bh eae > at age Bee O. BOSD IO: eae ts %5 dered 


nivtet otaterd. ode sia Deraogmes ati hastens 


cm 
a 


tt ¢ a z 
vitaley st ekiay tataanh/ “lbdatans ‘ence Jo. ob tp Lemonp 


a? ‘ ™ if hue wo va] arn Ae via Th ~. ‘ i 7 
wetyous ahctcat Beelodtgavel . sogtorG Civeetiookeme gig re 


= e'ew 


. yi 

, 1 5 \ ‘ i ; " : a : i 
se ihesta.oaom sae ,awnewedmo. Ais yolk Ske mAaOGMA se i 
KP ‘ ; aa 
ed ¥ 7 4 fare rye % fed a a i. eS, { wil}? 

- te } i MESIE, “EO M 5 ey Loieta rd eas ait os le oe" rl MP Ord ord. t | 

; » 
akin Berard. bas esblegve  paLbe woe as L See 

wolll w ia pn) leant oe bun rey sh) Ca le perf) Feehan ee ae At 
SST BAC) ED Pea SG Oe VO. aNT aes -oiar 
-_ 

goad Lotcey eoaowi deeq. ad rio Sorina: Se Lavery , 

besinatosmt sow . bisa eirromeoo Bl th .ae peed anders. . 


POLeess (Cea, 3 yRO ORE. BD FE Rigger Sb OSI fe oad 
antserogm., ovtosles ott “iicens osAsrony oF need san 
Peano TSPLOVOH . SRO ree TL Ge Sie ws ae LP BPTO geded? to 
me Bie NIRS Malrendnaes { MPROIIE Mit 2 RIMSIRSY Hyco f 
psot ian rt (E201 705 Tq avert piers Woe O8 40 OF taomelups : 
chen steewodst have .tae'Vte ot .aed SBAY  caseted ; 


Satauin: o78 Sedrotval mesiago otal ‘ened shia Lic siahe 


Bagegis ssw ayF AOltetbaby, o Aotdw wpoaes reese vanwoe ws 
Tl \SCeLOn NOW aT Bew HOT get bro govedas nt 


Peal: ie ae 


BeStOn weer yatuter Ae bite, BhLOLS piesa 
POgsuq pie) sol habsex nagviok ih et 


- 9O43 - Dr. Brintnell 


Instead the equivalent labour is engaged in the 
manufacture of power equipment and tractor fuel and 
in the transportation of these products from distant 
centres to the wheat growing region. 

Wheat farming is thus even less self- 
Sufficient and more reliant on transportation 
facilities than it was a generation ago. Instead 
of raising his own instruments of power and fuel the 
farmer imports them, and produces and exports extra 
wheat with which to pay for them. The railways are 
not only indispensable to the new agricultural 
technology, but stand to gain substantially greater 
traffic thereby. 

Railway freight rates can do much to advance 
or retard the mechanization of prairie farms. Any 


4 


Serious upward revision of such rates would tend to 
check the use of power equipment in the prairie 
economy. This would react against the economic 
interests of the wheat farmer, the eastern manufac- 
turer and industrial labourer, and against the rail- 
wWaye through loss .of,traffrie, 

Saskatchewan's natural resources are such 
as to render any appreciable measure of provincial 
economic self-sufficiency impossible under present 
conditions. Adequate transportation facilities at 
reasonable rates are, therefore, not merely ae con- 
dition of a greater or lesser degree of prosperity 


but are necessary for the survival of the provincial 


‘~ 


economy. 


Evidence presented to the Commission at its 
hearings throughout Canada has emphasized the- 


tremendous influence exerted on the Canadian economy 
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by the freight rate structure. There is probably 

NO. une. orn Of charge for service which directly 

Or incivectuiy atrects eachwindividuatecaisizen more 
than rates char ged for the transportation of goods 
by rail. For the Province of Saskatchewan, depending 
alimcoes entirely on) rail transportation for the export 
or primary preductswanditror thetimport. of ‘vast 
quantities of producer and consumer goods, the impact 
OF TPSleny Paves (bears Neavi iy on a 'recional economy 
Strained I Une wi nvercs) Of National policy. 


2. Railways, Settlement and 
i Agricultural Development 


The geographical disadvantages of the Province 
of Saskatchewan, arising from its mid-continenta 
YoOSsPUToW, Vane obvious PheyRockies sand the Solkirks, 
Wien a.ubiche diftrneulides ttheyrotfer to, .vransporvetion, 
separate us from thePacific, Coast ..,A»thousanc. miles 
of wilderness, yielding relatively little in. the way 
of revenue freight, separate us from the industrial 
areas of Ontario and Quebec. 

I might say 1,000 miles of wilderness might 
be added to the Province of Manitoba. We, are not 
ancludingpe thetyams the 2,000, miles ofwwilderness. 

A further non-=productive stretch of territory 
separates us ifrom the: ports,.of. the Maritime Provinces. 

Nature denied Saskatchewan any effective 
alternatives to rail transportation for the movement 
OL UVETeieht sii There sis sa,complero. lack .of water routes, 
whereas in eastern Canada natural waterways, 
supplemented’ by canals, constructed at great expense 
to the nation asmacwhole,;: provide. producers .and con- 
sumers with alternative forms of transportation which 
in turn have exerted tremendous competitive pressure 
Om rail ratessamthat pert,of, Canada. 


The Gormission 2d jourmedsaG 12.55 p.m. 
60 meet agedaigat 2.45 p.m. (page 9345 follows) 
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OTTAWA ONTARIO | 
Wednesday, November 23, 1949 


yor oe tr eh Nee USN con an aCe 


DR, G, EE. BRININELL RECALLED 


EXAMINED BY MR, MacPHERSON 


MR. SINCLAIR: Just before you start, Mr Lord, 
this morning the question of the mileave from Vancouver 
EOUKamlOops’ came ups si said it was 400umilés: 
WoStMones Ehantar Little out. (Via ‘the: Ccr Revita 
250 ,milées and via the Canadian National ateis 260 miles. 

THE WITNESS: In additionthe natural resources of 
Saskatchewan have set limits to population density, and 
consequently, to the building of Le ere highways. 
Weather conditions during a large part of the year 
prevent highway transportation on anything but a minor 
scale.) Thus the movement of goods by motor carrier 
is restricted and the bul, of all traffic must move! 
by rail at rates virtually unaffected by truck compé- 
tition. 

On the other hand, Saskatchewan offers many geographi- 
cal advantages to railway construction and maintenance, 
the benefits of which, it is submitted are not reflected 
in the freight rates which its people are called upon 
to pay. Railway construction costs were low due to 
the nature of the terrain, a ane are, easy, curvature 
is slight, there is a minimum of cuts and fills of an 
expensive kind, and there are no serious terminal probe 
lems. Maintenance costs likewise are reduced to a mini- 


mum, There are no parts of the right of way where 
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the danger of rock slides requires constant patrolling 
and rock scaling or regular snow removal. The dry 
climate ensures the maximum life of ties and wooden 
Structures, It may be fairly stated that Saskatchewan 
probably offers greater encouragememt to cheap and 
economical railroading than any other region in Canada. 

AS a matter of national policy, which will be 
analyzed in some detail in its various aspects an” Part 
If below, the Government of Canada determined that a 
transcontinental railway should be built who lly within 
Canadian territory rather than follow the more obvious 
route which would have necessitated a portiornf the 
line passing through the United States. This was done 
at very considerkle cost not only in construction 
around the rocky north shore of Lake Superior but in 
operation since. This portion of the route involves 
sharp curves, constant patrolling, periodical scaling 
to avoid rock falls, and above all produces little 
revenue traffic. It merely supplies a traffic "bridge 
between eastern and western Oeeee 

The national policy of an all-Canadian railway 
lent support to a "National Policy" of trade and 
tariffs which could visualize an industrial eastern 
Canada, linked to the west by rail supplying the demands 
for producer and consumer goods which would develop 
with the opening of the prairies to agricultural settle- 
ment. The national policy to settle the west and promote 
an east-west flow of trade again revealed itself in 
1897 when lower rates were agreed upon bY the GC. Pees 
and the Government under the terms of the Crow's Nest 


Pass Agreement for the movement of grain and cerrtain grain 
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products from the prairies to the east for export 

and, originally, for the westward movement of a wide 
range of consumer and producer goods. Thus while 
natural features of soil, topograpby, and climate 
determine the productive capabilities of Saskatchewan 
its settlement was undertaken and its developement has 
been largely circumscribed in the interests of national 
DOLICY s 

The contribution of Saskatchewan to the economic 
development of Canada has been closely related to the 
provision of transportation services. A brief ebeyasson 
cal review of the basis upon which the prairie west 
was settled may assist perspective. niver Confede- 
ration, in 1867, there followed a lengthy period of 
economic inactivity in Canada coinciding with the world 
depression which commenceg with the economic collapse 
in 1873. In Canada the depression which ron ‘ts 

*-full course until 1896, and not even the compel: 
of the Canadian Pacific Railway in 1885, despite the greau: 
expectations which this project had engendered, was 
sufficient to induce economic recovery. The initial 
developement of westerm Canada required the impetus of 
favourable conditinns in remote parts of the world and 
the influence of world affairs has, in large measure 
conditioned the economic well-being of western Canadian 
producers ever since. 

A number of factors, admirably summarized in the 
Report of the Royal Commission on Dominion-Provincial 
Relations, facilitated opening up of the Canadian 
Prairies to wheat production at the beginning of the 


twentisethcentury: 
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"After 1896, the industrialization of Western 
Europe and the United States proceeded at a pace 
which amounted almost to a second industrial 

revouutron. Inthe United Kingdom, France, 
Germany and the United States, the output of 
pig-iron and coal doubled between 1895-99 

and 1910-14. The rapid growth of population, 
combined with the crowding of people into large 
industrial cities, created a rising demand for 
foodstuffs, particularly cereals. The full 
impact of this demand was felt in Canada. 
Hitherto the American West had been the granary 
for the expanding industrial population of 
Europe. But most of the good American lands 

had been taken up and it was natural that 
further demands for grain would push the frontier 
into the open plains of the Canadian Northwest," 
fam reading from Book I, page 66 of the report. 
ethas conditions were also favourable: 

"Between 1896 and 1909-13, ... the average of the 

prices of all Canadian exports increased 32 per 

cent, that of grains and flour increased 62 per 
cent and the price of wheat at Liverpool increased 

33 per’ cent, “On the other hand, thé average of the 

prices of Canadian imports rose only 24 per cent and 

that of manufactured goods 20 per cent in the same 
period." 

Freight rates, both ocean and rail, underwent substan- 
tial reductions. Ocean rates in 1896 were only about half 
the level of 1870-75 and continued their downward trend until 
1908. In 1897 the Crow's Nest Pass Agreement fixing rates 


on grain and grain products eastward and rates on certain 
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consumer and producer goods westward was signed by the 


Canadian Pacific Railway and the Dominion Government. In 


the words of the Royal Commissioners: 

"The great decline in transportation costs, the 

increase in the prices of cereals and the relative 

cheapening of the factors which entered the costs 

of production, i.e., manufactured goods and imports 

in general, suddenly brought the virgin resources of 

the Prairies within the scope of the international 

market and within the range of profitable exploit- 
ation.¥ 

Thus the fundamental prerequisites both for the initial 
development and for the survival of the prairie economy 
are an effective world demand for wheat, rail transportation 
facilities, and low freight rates. 

As already ete it 18 NOt proposed at this 
point Pode ee length with the impact of national »volicies 
in all their ramifications, However, some reference must 
be made to those concerning the settlement of western Canada, 
Policies adopted in opening up and developing the prairie 
west were intricately bound up with and indeed formed part 
of the whole policy of Canadian nationhood. Confederation 
and the consolidation of British holdings on the North 
American continent required the expansion of settlement 
in the Canadian prairies. “As the Roe eettors Revort = 
points out the Dominion Government had control of «ll 
unoccupied lands in the Northwest and Hence the occuvatin 
of them was directed by the national purpose of rapid and 
unhampered settlement. The Report further states, 

"The favourable conjuncture of events after 1896, " 
suddenly made the vast Canadian Prairie attractive to settle- 
ment. Another sett of circumstances made it avaidable almost 
as soon as its attraction was felt. The comparative “uniform- 


ity of conditions, the concentration on asingle crop and the 
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ease with which transportation facilities could be 

provided and cultivation begun in a grassland terrain, 

meant that practically the whole region became at once 
protivaple and open for development. 4, °. . Hengerorth, 
the speed of development depended” upon the availability 
of men and capital. The Federal Government threw its 
energies and resources into the provision of both." 

This rapid expansion to meet the nevuds of national 
policy was made possible by concentration on a single crop. 
That single crop was wheat. The great staple commodity 
produced in such quantity and quality in western Canada 
became a fundamental instrument of Canadian Scttlement volicy, 
Its vital importance was clearly recognized by the action 
Or tne Government of the cay in entering Into,» ona by OMe 
ment in its ratification of, the Crow's Nest Pass Agreement 

with subsequent protection by statute of the integrity of the 
rates .s° prescribed. 

The penelseiat results of this colicy of “western 
development predicated upon the wheat economy flowed to all 
other parts of Canada and, as the Rowe lesipels Report 
declares: 

We es DYOUGht the realization of the economic Spteuies 

ives of the Confederation scheme. -The Northwest was 

settled.and the Federal Government was able, through 
its policies and project, to ensure expansion in the 

Older sommunities of Canada on the basis of that 

settlement. These communities, restricted by the 

exhaustion of their own frontiers and confined to 

a precarious dependence on their own foreign outlets, 

received a new stimulus from the highly specialized 

exporting industry on the Prairies which has become 
the country's principal conomic contact with the 


external world. Wheat tr unsformed the static and 
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isolated regions into an an integrated and expnanding 

national economy. The rising prosperity Rion ae ane 

panied this growth in interdependence fortified 

the political structure of Confederation with a 

common material interest and a national spirit such as 

had never existed before." 

Agricultural settlement in Saskatchewan was, never- 
theless, made possible only by the construction, of trans- 
continental railways and branch lines. At the beginning 
of the century the Canadian Pacific Railway main line 
traversed the southern portion of the prairie area but, with 
the exception of short extensions of lines from Manitoba 
serving a limited area in eastern Saskatchewan, branch lines 
were confined to one running from Regina through Saskatoon 
to Prince Albert and another from Moose Jaw through Estevan 
ands CNence Caroueh American tGereitory.co St. .Paul, Wy Erion 
to 1900 agricultural settlement made relatively little 
progress but after 1900 railway construction encouraged 
exponsion and in turn was stimulated by the rapid influx 
OF popuiation.., Prairics conditions, facilitated rapid vand 
relatively inexpensive railway construction and mileage 
Increased ereativ in the first decade io “ne century. 
Settlement tended to anticipate the laying of steel on the 
eae plains but branch lines were extended into that 
area between 1911 and 1916. Following the interruption 
caused by the first World War construction was resumed and 
the present network of railways serving, and being supported 
by, Saskatehewan agriculture was practically complete by 1930." 

With respect to the fact that that sounds like railway 
construction, I would like to draw the attention of the Commis- 
Sion to Footnote figure 6, which I would like to read: 

'It may be well to note here that despite this rapid 

extension of raid services overbuilding has not been 


a marked characteristics of a railway expansion in the 
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Prairie provinces, for, as Dr. Mackintosh observes 
after reviewing the difficulties which overwhelmed 
the Grand Trunk, the Grand Trunk -Pacifie, ‘and the 
Canadian Northern and forced the Dominion to take 
them over, ‘it is only fair to say that the disaster 
resulted from Het seara cect wen HOGI tne rrairié 
sections but in Northern G..tario and Quebec and in 
British Columbia’ (W. A. Mackintosh, Ecunomic 
Problems oft the Prairie Provinces, Toronto,’ 1935, 
perso) 

The close Preewemana Oren existing between 
railways and settlement in a pioneer country has 
been emphasized by many economists and historians 

in reviewing Dominion land policies in Canada. 

Large grants of public lands were made by the 
Government Of Canada’ to the Cy PiR, vand, pry” Carrothers 
Nas pointed out that ‘the Canadian’ Pacific Raltway? = ja, 
became directiy interested “in the-colonization of the 
prairies for two reasons, first, for the disposal of 
tts “Land, second, to provide traffic for itselines 
while Professor Morton, the historian, was led to 
observe that grants of public lands made the Canadian 
Pacific, next the Government, the most potent 
immigration agency in the country! 

Saskatchewan, ‘as a Province, came into being in 

1905 in the era of active settlement promoted by 
the Dominion Government. Before considering the results 
of this rapid expansion in a new country, Table I may 
be Userul «in iiivstravine the rapidity of population 
growth in the years immediately preceeding, and for 
the period since the granting of provincial status, 
the subsequent reverses amd rural-urban shifts of 
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(FOR TABLE I " POPULATICN OF SASKATCHEWAN AND 
DISTRIBUTION BETWEEN URBAN AND RURAL 1901 TO 1946 
SEE PAGE 13 OF EXHIBIT No. 128) 
We have lost a good deal of our population in the 
last fifteen years. 
Q. That is, there has been a decrease in population 
from 19,210 in 1931 and 18,310 in 19489 
Mes  YOS, 
HOR TABLE IT 
NUMBER AND AREA OF FARMS AND ACREAGE UNDER FIELD CROPS 
IN SASKARCHEWAN LOOL TO! VORG «SEE PAGE 14) 0R Boni Ey 
NoAcl oe 
THE WITNESS; In the first two decades of the present 
century, more than 100,000 new farms were established, 
involving an additional farm area of upwards of 40 
million acres, an increase in the improved acreage 
of about 24 million and an increase in the area under 
erop from slightly over half a million acres to almost 
18 million acres. In the next fifteen years, the 
mMumber, area and’ size of farms increased much more 
slowly and irregularly, Since 1936 the number of 
farms has declined although both the occupied and the 
cultivated areas in farms have increased slightly 
and the average size and cultivated acreage per farm 
have increased substantially as holdings have been 
consolidated to promote more efficient production, 
The distribution of rural ‘and urban population 
in Saskatchewan indicates the predominant position 
of agriculture in the provincial economy. Comparative 
Statistics showing the percentage distribition of 
the gainfully occupied in Canada in each of the 
Prairie Provinces (Table III) serve to emphasize this 
point still further. 
(FOR TABLE III uy Percentage distribition 
of Gainfully Occupied by Industry Groups 


for the Prairie Provinces and Canada, 1941 - 
See Page 14 of Exhibit No. 128) 
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COMMISSIONER INNIS: Q. How do you explain the reduced 

acreage in the field crops? 

A. I think you had passed the margin of economical 

production and a policy of expansion had to be repjaced 

by a policy of reduction and consolidation. 

MR. MacPHERSON: Q. Would you comment particularly on 
Table III? 

Ae L-should like vo point out, for instance, the 
proportion of gainfully occupied acreage is higher than in 
Alberta or Manitoba. It is almost 60 per cent against 


23 per cent as against the whole of Canada, 


(Page 9860 follows) 
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Thus Saskatchewan has emerged as the greatest 
produceroor’ focd spurts fon export in the Dominion, but 
Pemeine, ioyucon trast, with the exception. of Prince Bdweard 


ao 


tsiend the beast Industriel zed (of all ithe provinees of 


4 


Manada ss sTaes sipvuationvinvoivesnvirtually -compbete rde- 
bendencecon idistany saurces por supply for <vastwinduantictres 
CMCCONSUMer ana roapiteal ) goods, (practically reall sot iwiich 
mustiibe ‘brought “into the province by rail.) The problem 
ofidistribution of ssuchigoods to producers: and «consumers 
Goes mou y however) (stop therd.je/The (di surtbuting rer ructure 
Within the province grew lupito service thewneeds of vast 
Sree nencurelens velar sperce population: 


"Reilway branch lines radiate from the 


oriencipabu cities of iaskotehewan von 


cr 


Cheseuvcentresycerm wees ly hevstid 
heve, any commercial ‘or: industrial :existence 
independent yotiogriculture. “The wcrsics 
service!) simost) part es distributing eantres 
for the agricultural community so that 
rail, transportation and wholesale trade 
absorb the energies of a lerge part of 
their populations. The wholesale buSiness 
is concentrated in a few distributing 
centres of which Regine and Saskatoon are 
by far the most important, though wholesale 
services ore extended from smaller distri- 
buting points such as Moose Jaw, Prince 
Albert, North Battleford, Swift Current, 
Weyburn 2nd Yorkton (9) " 
((9)) G. 3. Brintnell, The Wheat Economy (Toronto) 1539) pp.23-4. 
Mr. MecPHERSON: Now, thet is 2 quotation from the 
pook I referred to in qualifying you this morning on the 


economic situation by yourself? 
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ATED vere 
Q: And you still subscribe to what was written 
then in 1939? 

As Yes. The number of distributing points in 
Saskatchewan is small in relation to the great expense 
of the settled area of the province. As a result it is 
probably true that rail movement of less than carload 
quantities involves, on the masa, longer (hauls ‘than ere 
coe ucuiecinmother provinces: (This, mesvine effect.oF 
Dyramnidinercosts touthe purchasers of consumervand capitel 
goods, and at least one Saskatchewan consumer group 
emphasized that;these costs Near most Heavily on the 
outlying fringes of settlement. (10) That group was 
the Homemakers' Clubs, your Lordship. Mrs. Wade your 
Lordship ‘may remember gave ‘evidence at Regina. 

Section 3 is entitled "The Wheat Economy’. Wheat 
production occupies a more significant position in the 
economic life of Saskatchewan than in that of any other 
province. Mixed farming, dairying (usually associated in 
this province with wheat growing or determined by 
proximity to the larger urban centres), and ranching ore 
important, but the production of wheat is the major ccncern 
of more than 80% of Saskatchewan farmers. Two thirds of 
the land annually seeded to field crops is devoted to the 
production of wheat, and of the remaining one third, octs, 
grown by the farmer largely for the feeding of his Livestock, 
claim the larger part. Over a large part of the prairie 
plains the proportion of wheat to all other field crops 
rises to more than 80% and in the drier areas to over 90%. 
Intensive specialization in wheat relative to other grains 
on the semi-arid plains is a result of the great drought’ - 
resisting capacity of wheat and the extremely high quality 


of the wheat produced. Ranching is a competitor with wheat 
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in the drier ares of the plains region but diversificction 
or mixed farming, necessitating extensive production of 
forage crops, is-generally negligible. 

Wheat acreage expanded rapidly from the opening 
of Pons until 1921 but has since remained relatively 
stable, aS is indicated by Table IV which sets out wigs 
the years for which current statistics are avaLlap le. 

Bon the, last quarter BEN century Saskatchewan has accounted 
for approximately 60% of the total Western wheat acreage. 
Since, however, Saskatchewan has shown the largest variations 
in yield per acre, her contributions to total wheat pro- 
duction have varied greatly although over the last ten yecrs 
she has produced nearly 60% of the total prairie wheet crop. 
And I might say that the Prairie Provinces generally 

produce approximatley 95% to 96% of the total Canadicn 

wheat production. 

Table V shows the area and production of coarse 
grains and flaxseed in Saskatchewan over the Macc ilo sn 
century end helps to bring these crops into proper perspective 
as compared to wheat. 

Saskatchewan accounts for somewhat more than one 
third of the oat acreage of Canada and about one ont coe 
the oat acreage of the Prairie Provinces. Nevertheless, 
the volume of shipments out of the province fluctuates 
widely since most production is for livestock consumption 
on the farm. Acreage increases in the early 1940'S Hog 
2 reflection of wheat surpluses and of wartime needs for 
livestock and livestock products. Oat production in the 
province shows wide variations since the crop is particularly 
Sensitive to drought conditions. Conditions for production 
are relatively more favourable in the Park belt than in ci 


plains areas where the decline of the horse as a means of 


power has steadily tended to reduce acreages. While the 
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N. He etehh Dr. Brintnell 
greater part of the province's production is normally 
marketed in the form of livestock and livestock products, 
problems of disposal of oat surpluses in outside markets 
arise from time to time. 

In recent years Saskatchewan's barley acreage has 
shown a substantial increase with the province at times 
occupying the position of the largest producer in the 
Dominion. ‘Like oats, however, barley is highly susceptible 
to drought and as a result has been grown most extensively 
in Bastern and North Eastern areas of the province. Hish 
grede barley 6f "malting quality "is grownin the area’ sround 
Preeecevitie, Canora and Norch Best. or Yorkion, “in Lost 
Central Saskatchewan, and a fairly sizeable export business 
has grown up with the United States in Yellow seeded smocoth- 
awned barley. 

Ryo 2S very much less important iin ‘the economy or 
Liesprovinces than Ofhner’ coarse grains. “Yields and.) Wunder 
normal CONG ONS, DrLOes ao Well.) Mave. Deen (SUC .s Mo 
Orfer LEV oLe encouragement to “rts production.” Vherverecrer 
Pere Ol Tac rye “acredze fis. found on LG Sei eu, Ts 
chronic drought areas where it is frequently sown in the fall 
GoOveneCK SOL) Grifting. The, history of rye; production in the 
province has been marked by extreme fluctuutions in ccrecage 
Cy ren ond hina Tea.. 

rhe Neat at preauction Of Pilaxsced As (or slight 
PMOL uanCcn li WOrLOu Nar Wier Vax eaereete INC reased, Ino ro Spores 
to the need for greater production of oil bearing crops, yet 
even during this period of good prices. and active demrnd the 
area sown to flax fluctuated widely reflecting the persistence 
of production problems. “In more normal times, demand “has 
clso been uncertain and competition from other sources of 
Supply has’ been, keen. “A return to such conditions wes inci- 


cated in the spring of 1948 when this crop was declared 
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a 9864 = 
surplus by the United States Government and a sharp drop in 
prc.) lowed. the. rosul ting collense, of. B.C.As. fincne ed 
markets. 
(See Table V on Page 17 of Exhibit 128) 

The dominant position of wheat in the eoonomy ofr 
Saskatchewan and the violent, fluctuations in farm income 
are, both emphasized. in; Tables VI,which, shows the estimated cash 
income from the sale of farm products in Saskatchewan from 
1926 to 1948 inclusive. Various factors such as the incidence 
OF A TroushntT conditions national DOLICHL ANG Wart me demand, 
have, operated,. from time to time, to reduce the income from 
Wheat, and, tonwnerease ithe relative dmportance of yother. sources, 
DonbiculLarniy livestock and, dinestock, products, 

Q: Now, Dr. Brintnell, referring to Table VI have 
Viola Mor KeduOUuL.bhe percentage iofiwheatiand ican you give. .cney 
to the Commission? 

A: Yes, the average contribution which wheat makes 
to cash income in Saskatchewan for the whole of the period 
for which current statistics are available, and that is this 
period from 1926 to 1948 - a 23 yeer period, is just co shade 
under 60%. Sixty percent is near enough for all practical 
purposes. 

Q: That is covering the whole period from 1926 to 
1948? 

As. Yesin' but Dimight say iin »connection with the last 
decade in the second least column "certain government p2ryments" 
actual ly. the -Pileures in this column might be added to wheat 
since, as the footnote indicates, they are payments under 
The Wheat Acreage Reduction Act, The Prairie Farm Income Act, 
and The Prairie Farm Assistance Act. id think, apart from that, 
the Table is pretty well self-explanatory. 


When practicable and economic ,diversification is to 
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be welcomed and the sections following will deal specifically 
with each of the segments of the agricultural economy of the 
province. Yet the fact remains that proceeds from wheat form 

the actual backbone of provincial farm income. Any circumstance, 
domestic or international, which affects wheat vitally effects 
Saskatchewan. 

(See Table VI on Page 19 of Exhibit 128) 

Survival of the Saskatchewan economy has involved 
constant efforts to reduce costs \in order to meet competition 
On world) markets. Machinery has’ played an important vort in 
these efforts by the praivie wheat grower to increase his 


4 


eflicicney and reduce: nis ‘costs’ -or production.’ The? trend to 
mechanization is illustrated’ in Table VII. .The horse ond horse- 
draw implements have, in large measure, civenplece to the 
tractor, the motor truck, the harvester-combine and other 
Jarge-scale form imachinery’. "Following an initial period of 
rapid mechanization from 1921 to 1931 the trend was slowed down 
by drought and depression in the nineteen-thirties and by 
wartime shorteges in the early nineteen-forties. Normcl annual 
replacements @lone ore “Warge and only part. of the back tom or 
demand had been made up prior to the census of 1946 so that 
between 1946 end 1948 the wholesale value of sales of new 
equipment more than doubled while in the same period the 
Saskatchewan market absorbed more than one-third of all 

repair parts sold in Canada. (11) The importation of this 
equipment and the large tonnage of repair parts from eastern 
Canada and the United States had in itself furnished an 
increasing volume of traffic’ for the railways." 1 might pause 
for a moment with respect to that Table to indicate that between 
1936 and 1946, although the number of farmers in Saskatchewan 
declined by some seventeen thousand, the number of farm 
tractors increased by some thirty thousand and in the same 


period the number of motor trucks when up from approximately 
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ten thousand to almost twenty-eight thousand. Similerly, 
or rather more pronounced in the case of combines, the 
combine was just getting established when the depression 
and low prices and drought of the thirties set in with 
the result that it was pretty well arrested until the 
beginning of the nineteen forties so that the figure for 
LOuG te eimost eetcing, on fon four times thator loc. 

Os") And This NOtwL tens tanding, the LacL, as you say, 
that there was a reduction of 17,000 in the number of farmers? 

eaters 
(See Table VII, Page 20, of Exhibit 128) 

The mechanization of prairie @gricuiture has resulted 
in a substantial change in the character and volume of western 
reil traffic. The Outline of Representations submitted by this 
Province makes weference (‘to this fact) in the foltowing words: 

"The specialization of the Saskatchewan 

economy which creates large surpluses of 
agricultural products creates’ a corresponding 
IMAceQquacy Of .~ne Gapltal equipmenr and 
Cousumers: 2000S Pequired in Tac province. Toc se 
go0as must be secured from distant producing 
Cony Yes 2nd, Imporved Inte whe province, Geoin 
With inescapable reliance upon railway or pipe 
Line Uransportavion | services.) ine, capital 
equipment required by the prairie wheat economy 
iS; pulky and cumbersome. “Freight rates 

rep resent ac best a2 neavy addition to ite 
Pata a cost and a significant element in the 
farmer's costs of production.” 

(See Tnble VIII, Page 20, of Exhibit 128.) 

Mecheanizavion has also involved @ spectacular increase 

in the consumption of petroleum products of all kinds. Crude 


Oil for processing together with 2 large volume of the repined 
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products required for the cperation of mechanized 

equipment move by rail. The rail movement of crude 

petroleum into Saskatchewan for the last 17 years (complete 
data.are not available prior to 1932) is shown in Table VIII 
together with the loadings and unloadings of gasoline and 
petroleum jolls and youher petroleum. products. The latter 
figures indicate that 2 substantial rail movement is involved 
in the distribution of gasoline and other petroleum products 
within the province. 

The importance of the trend towards greater 
mechanization on farms is strikingly reflected in statistics 
on the consumption of non-taxable petroleum fuels in 
Saskatchewan, (Table IX). Saskatchewan Taxation Branch 
officials estimate that of the total non-taxable petroleum 
fuels approximately 80 per cent is used for agricultural 
DUTbocce ond The remaining 20 per cent hy utheysmad Loeroup 
of other non-texable users. While undoubtedly some of the 
increased consumption during the war years was due to 
inereased demands of the Department of National Defence it 
Snould be poved thet, after a slight post-war dip, the 
prend Nas) peen very sharply upward: 

Hey Then sable IX comes: tn showine. din veeurcecs 
the consumption of non-taxable petroleum fuels in the 
provinces 

A: Yes, and the 1948 figure reflects on increase 
of about twelve times over the 1932 to 1934 figures and 
there is a pretty steady march upwards. 

4; Again keeping in mind since 1936 the reduction 
in the actual number of farms? 

As. Yess. Lf might mention that in respect of the 
1948 figure that while oil or fuel oil for domestic or 
industrial purposes is also exempt it was not until the 


latter part of 1948 that the discoveries in Alberta made 
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Pi pucttotewbo Convert to.oil in mostcases.. You 
almost had to know and know intimately a Vice-President 
of Imperial O11 to be able to get an oil. contract for 
domestic heating. 

MR. CARSON: (Or the British American. 


eves bh ber our pardon x 


TABLE IX 


CONSUMPTION OF NON-TAXABLE PETROLEUM FUELS 
IN SASKATCHEWAN, 1932 TO 1948. 


Gallons 
KORE Ai. Ber Bia We idiv’ 10 $393,522 
LOS Bus Dil Mes ute kot Burs 8,155,449 
ES Wy os Ven dee iwi re SCO SuOes 
DOC iy «<a iare eaten a! “ay! DLT OM eu: 
LOGO 4 GR ewe anh piv esisas On eH OOS S 
AO By sit el e pm e «HM: LS \7OeTe 
hOB des Shi tee oe. 38,614,900 
DO RO NS Us de. Chetan a} fi tOasOR S415 
BORO» ode we i\eeentays 88 ul ebb BG 32 
LON mela, ulin ot ea ay eee 7 tore. 
POMS 4 stron. -aseblayletebtoaey cahae 7953763237 
Os BP oceuniy eienu i, bs WOO py BOS OG 
DO) UN so ve banat se te tyswer 97,508, 822 
Ae Sah peers Bronce ale eV Ce OG ACOs 
ao LY Sage Rn eee we, POOwGO Ts (OT 
OL i vted aes aleursnicieme: iG Ge hrOoG 
TOTS bees toner tate en nerntuls » 126,064,092 


SOURCE: Taxation Branch, Treasury Department, Province 
of Saskatchewan. 
Specialization in wheat, originally conceived 2s 
the only logical and economic means to promote rapid 
settlement end balance the Canadian economy as on 


integrated whole, has proved tro be fundamentally sound 
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for the preirie plains. However, the production of 
a staple food for sale on the markets of the world in 
competition with producers in other countries results 
inevitably in the western farmer accepting world prices, 
over which he has no control. Price setting by governments, 
with the greatest degree of co-operation at international 
Tevelsucennopeoverdome tne fact that, im the ‘Ting? ionalyetsy, 
the western wheat grower, remote from world markets, must 
accept the world price less thé cost of transportation and 
handling. The hazard involved in violent price fluctuations 
is illustrated in T*ble X, which gives the average ennucl 
prices received by Saskatchewan farmers for wheat from 
POPU Iteli gts tnclusive: 

Q:' Now, the source of Table IV is the Dominicn 
Bureau of Statistics? 

avo-vesiy | “Umeant to-add-in Connection wrth ccd 
also that this is the average of the price’ received less 
Pretene. Pirecime tudes vor pather “the -fueR prices? Port 
WiltVam would, “of ‘course, "be higher ‘than this “py 
approximately 20¢ which is made up, not alone of freight, 
but of inspection ,elevator services, commissions, and 
Ena Soru~ol thine : 

THE CHAIRMAN: Do you define anywhere what you 
méan by the world price? 


A: No, not in precise terms. We are thinking less 


ro) 
Cr 
(Ge 
2: 
2) 

cr: 


of a specific price expressed in dollars than ite) oe. 
our wheat enters into competition in all of the various 
markets of the world, particularly Great Britain, Pre Lam 
and various other countries with the wheat of Australis 
and the Argentine and the United States. 


Q: The point I have in mind is that those 


countries! wheat also has to travel long distances? 
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Apeivves  minvevery | casernwithi the exception 
of the Americans they are rather more fortunately 
situated in being closor to the seaboard which helps 
their competitive position very considerably. 

(See Table X, "Estimated Average Prices of Wheat To 
Farmers in Saskatchewan, 1911 to 1948.", at Page 22 
of Exhibity vee.) 

MR. (MacPHERSON? in enyveventy the Tiguresshere 
are the figures which the Dominion Bureau of Statistics 
indicated were received by the farmer less freight? 

Agt Ves, 

Ocha Now, nayer you any. comment. vosmakes) 2) mean 
Por culeri vaony the column,on the: rave for the years 
1O30"andes'(7 

oe ies.) Momeehey seve thacwi tn ivom take mhewpyen 
year averages or ten year averege for the thirtics ond the 
Lenwvyour average Tor the forties writing in, ‘since we 
would be entitled to do so, $1.55 for this year's crop 
since thet is what the farmer is getting for 1949, the 
average there would be just about .60¢ - 59.7 if hy 
mathematics are correct (which they seldom are) for the 
average of the thirties as against $1.20 for the 1940's. 

I might mention though that that sort of average 
is pretty dangerous since in the thirties the only two 
years in which wheat was a decent price were 1936 and 
1937. 1936 was the most disastrous crop failure in the 
history of Western Canada with the result that there was 
available less than 20 million bushels of wheat for 
export out of the province. 1937 was the second worst 
year with the zverage received by farmers during thet 
period probably well under ..50¢d. On the other hand, 

I might point out with respect to the 1940 averages, 


the exact rewerse operates there. The 1940 to 1942 crops 
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were the second and third largest crops in the history 
of the province. They were record crops, but the first 
sold at an average of .58¢ and the second at an average 
of .77¢. The crops that have sold for $1.55 or over 

a dollar have eee very much more moderate. crops. 

THE CHAIRMAN: Before you go away from that, you 
lay down @ proposition there that the western wheat grower 
on account of his remoteness from the world market must 
accept world prices (less).the -cost.off transportation, cnd 
handling. Now, taking Great Britain as a world market 
do you meet any place in your brief the argument of the 
British mikler that he is paying ithe, transportation costs. 
He does say phat? 

Mo eeres whe does say teat.  T am afraid we do not 
apres withilimriiwe can't see-anything dn the vi tuepion. 
Bithe ways it, hevcertainiynwould) pass 4b) dn) tovche sconsumen, 
Of NCOUrsc., 

Q: Regarding the soundness of your submission that 
the western wheat grower takes the world price less trans- 
pombations .you waave. thet. Pact chat the (British miller says 
"No, I take it from Canada and the Argentine and therefore 
nshove bo pit that dntoamy diloumi 7 
Aas: WANES 
Q: Is there any possible way to work cut who 
Mea LivVepa ys sae.c HL PpaAnspomuat Lon?) You wee. an: So. Tar as 
prices in western Conada are concerned, the. farmer 
NG aU gto fem@araged gets the price, less, freignt: rates? 

Ax wexvess. 

QO: And the farmer from farther West gets 2 little 
less becawise his freight rates are higher? 

Mt 2 Nes. 

Q: Therefore, the problem seems to extend jitself 


to whem you get into world markets and I would like to have 
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someone give me some information on the contention 
between the miller in Europe who says "No, I am peyine 
for this transportation", and the producer in Argcntine 
or Western Canada who’says "No," I am payine for it". 
Has anyone ever attempted to weigh both arguments and 
analyze the facts behind them? 

At f° amenoev conscious" that they have’ 1 suppose 
mere, (310 Tenrvemey lor Us Tin Onieda TO) rary OL Cie Tt oct 
that this is one of the few markets left in the world where 
competition does operate pretty strikingly at times ond 
thet all of these wheat-producing countries come to 
offer virtually the same price for their wheat even though 
the cost of transportation might be strikingly different 
asabetween “one “country ‘and another: 

COMMISSIONER INNIS: You mean that under competitive 
conayvvions ‘the producer would have to pay "the price? 

Pe yes, under surmc uly COMpeti cave GonG  ulonS (one 
DrocuGer WOuld lend vo pay vie price. id) vhink perhaps 
more reasonable statement would be to include the word 
"tend" - that the producer tends to pay that. 

In view of the speed at which the prairies were 
settled in response to the national urge, it is scarcely 
surprising that grave mistakes in land use were made. The 
Report of the Royal Commission on Dominion-Provincial 
Relations nas Gold the) spory in.e\ Tew words: 

"The occupation of the Prairie lands 
proceeded with little discrimination. 
There were no classifications of resources, 
no soil surveys, no climatic records to 
ewutde cither the government or the unwory 
settler. The policies and methods cf the 
Dominion were mainly designed to serve the 


national purpose of filling the Northwest 
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at once with as many people as possible. 
The-selection of land was left largely to 
chance and to the devices which coloniza- 
tion ogents, railways end land companies 
enpiloyed in their own immedlaterinterests . 
The-sectional survey, the reliway Land grant 
scheme, and pre-emptions illustrate 2" system 
designed for indiscriminate mass colonization 
and it worked with almost mechanical 
perfection. Adjustment to the vagaries: and 
failings’ of nature was Left to Time” end 


bitter experience." (12) 


Throughout succeeding years weaknesses in the 


agriculcure. “economy have “péen Wevedaled ane recurring 


periods of drought end depression and over the past twenty 


years in particular the emphasis has shifted from problems 


of “expansion ‘to problems “of conservation). (consolidevion, 


and more effective land use. 


(12) Op. cit. pp. 67-68. 


(Page 9880 follows) 
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Approximate average yields of wheat by 
municipalities have been compiled by the Supervisor 
of Agricultural Statistics, Saskatchewan Department 
of Agriculture for each year from 1918 to 1948 in- 
Clusive. Figure I shows the 31 year average for 
each municipality for which records are sufficiently 
complete. The variations in yield in different parts 
of the province are clearly shown on this map. 

As a result.of crop failures and tow ielas me At 
governmental assistance measures became necessary, 
in certain areas, early in the history of settlement, 
These measures, which took many forms such as the 
provision of seed grain, feed and fodder, food and 
clothing, and fuel had cost quite substantial sums 
even prior to the period of prolonged drought and 
chronic depression through the nineteen-thirties. 
Leable Xl, hanrhistoricslnstatement cof such assistance, 
has been compiled from the records of Provincial 
government departments. The figures include such sums 
as are on record regardless.of the source of ‘the 


funds. Figure II shows the regional distribution of 
this assistance, 


(TABLE XI ~ SEE PAGE 24 OF EXHIBIT 128) 
I think perhaps I would like to sada 


with irespest:tosTableihly that tb ete impossible to 
segregate the proportions of total relief contributed 
by the Federal, provincial and municipal governments, 

I might mention, however, that the substantial amounts, 
or emounts of advances made in 1907 and 1908 ana 

again in 1914 and 1915, were made up lergely of 
Dominion seed grain advances. In-the 'twenties 
practically all of the relief came from either 

the municipalities or the province, Over the 


‘thirties the relief situation became, as the 


* FIGURE I - 31-Year Averege Wmeat Yields Per Acre 
Pee Pape 23. of Bxibipig.1 2s, 
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figures indicate, extremely difficult and extremely 
complicated, each of the three governments putting 
up substantial amounts. The Dominion, of course, 
DUL Up The greater pert, but’ I think “in’ thes ‘ccn~ 
nection it might be well to mention that the province 
is still making substantial repayments yearly to 
the Federal Treasury both on its own account and in 
remitting collections made by rural municipalities 
GE A ESCA A aU a Fe i aod ee et 4 

The persistence of these problems resulting 
in part from unwise settlement policies, in part from 
the climatic cycles of the semi-arid plans, and 
reaching at times the proportions of a national 
disaster, necessitated action on 3s Dominion scale to 
help correct the mistakes which the rapid settlement 
had left in its wake and to alleviate as far as 
possible the hazards of nature. As a result 
Parliament passed the Prairie Farm Rehabilitation Act, 
1935, (commonly known ae the “PIPL R 2d.) te “provide 
for the rehabilitation of drought and soil drifting 
areas in the Provinces of Manitoba, Saskatchewan and 
Alberta." 13 

Soil surveys, not available when settlement 
was first undertaken, have now revealed . fairly 
clearly the distinctions between land suitable, 
marginal and sub-marginal for wheat production and 
together with the development of scientific cultural 
practices and practical experience sre forming the 
basis for the Dominion rehabilitation programme aimed 
at the economic use of land resources. This means the 


strengthening of the wheat economy by diverting to other 


13. Statutes of Canada, 1935, 25-26 Geo V. c, 23 


% FIGURE II - Relief Advances. See Page 25 of Exhibit 128. 
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productive efforts soils unsuited to wheat 
production under average conditions. Thus basis 
settlement mistakes sre Slowly being corrected, 
Some striking results have already been achieved, 
but, being a long range programme, continuing 
efforts are required to realize the objectives of 
this remedial legislstion. 

Cereal production on the praitie plains 
will always face such hazards ag drought, hail, 
frost and insect pests. One of the chief hazards 
which early settlers faced was the short growing 
season with the resultant loss of crop through frost, 
The development of Marquis wheat substantially over- 
came this difficulty, only to have a new one arise 
-nethe: Lorm-of «rust. i The development of rust 
resistant varieties has apparently almost eliminated 
this hazard and brought much greater productive 
Stability to Manitoba and eastern Saskatchewan 
wheat lands, - the areas that were most Seriously 
affected by rust. The depredations of grasshoppers 
and other pests have also played a significant part 
in reducing crop yields in meny Years, inspite of 
difficult and costly control campaigns. The greatest 
natural hazard to the prairie wheat economy is, 
however, the low annual rainfall brings ne drought 
conditions to wide areas in many years. Indeed, an 
appraisal of the crop history of Saskatchewen by 
regions shows clearly that in almost every year sub- 
Stantial areas of the Province suffer from deficiency 
of moisture. 

In the drought and depression period of the 
1930's, the impact became so great and so persistent 


that the Parliamemt of Canada again took statutory 
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cognizance of the situation in the passage of the 
Prairie Farm Assistance Act at Vagcnpeuane operative 
in 1939. Minis ett designed to relieve the impact 
of crop loss, is again s reflection of the rational 
importance of maintaining agriculture in adverse 
crop years. The legislation provided benefit pey- 
ments on a sliding scale depending on yield “ 
assist farmers suffering crop loss to carry on 
until the next yeer's crop. In support of the fund 
from which payments are made farmers annually 
contribute one per cent of the value of grain 
marketed, 

The regional distribution of benefits under 
the Act are illustrated in Fig, III, showing the 
number of years benefits have been paid in each 
township. Only eight of the 303 rural municipalities 
in the Province have not been eligible to receive 
crop failure payments in any year since’ £93907 Over 
the ten-year period that the federal scheme has now 
been in operation total benefits paid out to 
Saskatchewan farmers as -erresult'of “crop fTatilures 
amount to about $80 millions. 

MR. MACPHERSON: Now, that pt BF 6 & cas ll Wy 
a bit blurred, 

Aw it Yes, 

Q. We have here the original if the 
Commission wishes it, although if it is any use to 
the Commission we can file the original, the figure 
Sep routrin therbook beinciss pio DPLur eds 

A. Yes, it had to be reduced so much in 


printing. 


14 Statutes of Canada 1939, 3 Geo. Vi, C.50 
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MR. MACPHERSON: If it is of any use 
We Con i lees ue 

THE CHAIRMAN: Yes, I wish you would. 

Will you give that a number? 

MR. COVERT: That will be Exhibit''129. 

EXHIBIT 129: Original of Fig. III in Saskatchewen 
Brief, 

THE WITNESS: In spite of all the hazerds, 
however, the capacity of this Province to produce 
high quality wheats in volume has dictated and 
will continue to dictate a wheat economy and 
nothing in the foreseeable future is likely to 
change this in any significant degree. With its 
great volume of specialized production and limited 
population, Saskatchewan is completely dependent 
upon outside markets for the disposal of her large 
wheat crops. The ability to reach those markets 
as cheaply as possible is vital to the economic 
health of the whole country. 

The settlement of the West in the national 
interest as a wheat economy, the maintenance of that 
economy in the national interest in periods of stress, 
end the unceasing watchfulness of the Dominion to 
ensure the position of Cansda's wheat in the markets 
of the world all attest to the fundamental importance 
of wheat to Canada as a whole as well as to the life 
of Saskatchewan and the other Prairie Provinces. 

It is probably true that no trade problem has given 
greater or more continuing coneern to the Canadian 
people and their representatives than the placing of 


Canadian wheat on the markets of the world, 


* FIGURE III - Three Prairie Provinces, 
See Page 27 of Exhibit. 128. 
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It seems ae that the wheat economy 
is vital to the welfare of Cansda and that that 
economy must be maintained and strengthened by 
removing to the greatest degree possible the 
hezerds, natural ana economic, which it has faced 
over a long period of years and which from time to 
time still arise to threaten its continued existence, 

Other agricultural activities will be 
appraised in sections following but, by every 
criterion which may be applied, whest remains of 
paramount importance. Its importance to the Province 
of Saskatchewan, faced with all the inherent hazards 
of dependence on a one crop economy, as well as 
its importance to Canada both domestically snd 
internationally, demand thst the national transporta- 
Ci0n poliey give full recognition to the part which 
whest must continue to play in Canadian affairs. 

MR. MACPHERSON: Now, your lordship, the 
next section dealing with the livestock industry, 
we propose to ask to be taken into the record as it 


is in the brief, 
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Development of the livestock industry in 
Saskatchewan over the past 40 years has been beset with 
many difficulties and marked by many reverses but, as 
Table XII indicates, its significance in the national 
econony shows a fairly steady growth. There was a slow 
but steady increase in the number of milch cows in 
Saskatchewan until 1936, after which severe drought forced 
heavy liquidation. The increase in the numbers of cattle 
other than milch cows was checked by the price collapse 
in the early nineteen-twenties and again, following a 
Slow and painful recovery, by feed shortages following 
1936, although recovering markedly under the stimulus 
of war prices after 1941 to reach a peak in 1947. 

Hog production has been particularly sensitive 
to changing price relationships, and fluctuations in 
numbers have actually been much more marked from year to 
year than are revealed in the Table, For instance the 
number of hogs on farms in Saskatchewan rose to upwards 
of 1,750,000 in 1943 in the middle of the last prairie 
intercensal period, Sheep, while far less important 
than either cattle or hogs tend to show the same general 
trends as cattle, 

While areas of greater concentration of produc- 
tion of various classes of livestock are discernible, the 
production of livestock tends to be scattered over the 
entire settled area of the province. 

The milch cow population of the Province is 
largest in the park areas of eastern and northern 
Saskatchewan. xcept for specialized dairy herds, serving 
the larger centres of Regina and Saskatoon, most "milch" 
cows in the Province are dual purpose types, that is they 


may be used for milk production or beef, 
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Beef cattle are largely produced on the range 
lands of south-western Saskatchewan and in the park 
areas of the eastern and northern parts of the province, 
The cattle population is relatively light in the prairie 
area where wheat production predominates. Scarcity of 
water and hazards of feed production make a long term 
cattle production programme in those areas an uneconomic 
proposition for most farmers, 

---(See Table XII -"Livestock Population of Canada 
and of Saskatchewan, 1906-1948," 
as filed in Exhibit 128 ) 

Hog production tends to be concentrated in the 
eastern, north-eastern and northern areas with sub- 
stantial wartime production in recent years in central 
Saskatchewan, Under certain price relationships hog 
production may take place in conjunction with grain 
growing. Hog production in such areas tends to fluctuate 
greatly, however, since the nature of the hog production 
cycle enables farmers to make rapid adjustments in 
response to price and market relationships, 

Sheep and lambs are found largely in south- 
western, east-central and north-western Saskatchewan, 

The regional distribution of livestock in 
saskatchewan is indicative of the long-run influence 
of natural factors on the agricultural economy, while 
national and international policies and the trend of 
livestock prices and their relation to grain determine 
Shorter-run production trends, 

Table XIII, showing commercial marketings of 
livestock originating in Saskatchewan compared with 
Canada as a whole, reflects the importance of Saskatchewan 
in terms of Canada's meat supply both for domestic con- 


Sumption and for export. Peak marketings of Saskatchewan 
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hogs were reached in 1944, the decline since that time 
being most marked. Cattle marketings reached their 
peak in 1945, followed by a sharp decline in 1947 with 
a substantial recovery in 1948, although the drop in 
cattle on farms in the latter year (Table XII) reflects 
some liquidation of herds and a probable decline in 
marketings in the immediate future, 

Saskatchewan marketings of calves, sheep and 
lambs reflect somewhat the same general trend as cattle 
marketings, The Province marketed 6,849 calves or 2.5 
per cent inil9el, 13.4 per cent in 1945, and, after 
declines in 1946 and 1947, 108,290 or 12.9 per cent of 
the Dominion total in 1948. For sheep and lambs the 
percentage rose from 4,1 per cent in 1921 to 161,175 or 
12.9 per cent in 1945, declining to 78,117 or 9.8 per 
cent of the Dominion total in 1948, 

Livestock production in Saskatchewan involves, 
from the standpoint of rail transportation, four types 
of livestock movements, (1) from farm or ranch to 
eastern markets or for export, (2) from farm or ranch 
to western packing houses, (3) from western packers to 
consumers in western and eastern Canada and for export, 
(4) feeder stock to feed lots. The significance of 
transportation costs to the livestock economy is thus 
clearly indicated and must be considered, it 1s sub- 
mitted, from the standpoint of the long run welfare of 
an important industry in the economy of Canada. 

---(See Table XIII - "Commercial Livestock Marketings 
in Canada and Saskatchewan, 
1921-1948", as filed in Exhibit 128 ) 

A broad appraisal of the position of the cattle 

producer in the Prairie Provinces offers striking examples 


of the varied problems, both economic and geographic, 
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which influence many sections of the agricultural 
economy, 

The livestock industry in western Canada even 
under normal conditions is faced with competitive dis- 
advantages and market uncertainties, As has been pointed 
out by the Saskatchewan Stock Growers! Association, 15 
range cattle production is carried on in areas distant 
from available markets. Consequently, transportation 
costs are of particular significance in the Saskatchewan 
livestock industry. 

Livestock and livestock products, unlike most 
industrial products, cannot be withheld from the market 
during periods of low prices and producers frequently 
ere forcea to sell at a loss. In the drought years of 
the nineteen-thirties the feed situation became so acute 
in Saskatchewan that stock growers were forced to 
liquidate a large proportion of the herds which they had 
built up with great effort over a long period of years, 
This represented actual capital disinvestment, the extent 
of which is clearly evident from the greatly reduced 
marketings immediately following 1937. 

The ranching areas and bush lands of the Prairie 
Provinces offer many natural advantages to the raising 
of large numbers of high quality stock. The limits of 
production are being slowly but steadily expanded by the 
conservation and developmental policies of Provincial 
and Federal Governments, Provincial activities are in 
the main directed to measures to encourage the building 
of feed reserves and to improve the quality of live 


Stock. Under the Federal Government's Prairie Farm 


15 See Brief to the Royal Commission on Transportation 
Submitted by the Saskatchewan Stock Growers! Associa- 


tion (Swift Current, June, 1949, mimeo.), 
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Rehabilitation Act, community pastures have been 
established by reseeding inferior wheat lands to grass, 
thereby removing areas from uneconomic grain production 
and facilitating their use for stock raising. Many 
farmers and ranchers have also taken advantage of the 
provisions ior the :P.oh., R, A. programme to develop 
Small stock-watering dams to conserve Spring run-off and 
Store water, Evidence presented to the Commission by the 
Canadian Co-operative Processors Ltd, (formerly the 
Horse Co-operative Marketing Association) indicated the 
direct contribution to conservation of grazing resources 
made by their own industry. It was estimated that in one 
winter surplus horses in the three provinces consumed 
500 ,000e tonswof «feed: me 

The cumulative effects of these programmes and 
policies instituted in the interests of the national as 
well as the prairie Economy are becoming apparent and, 
with the reduction as far as possible of physical and 
climatic hazards, the cattle industry can look forward 
to a greater measure of productive Stability than it hag 
experienced in the past, 

The potentialities of prairie livestock produc- 
tion were demonstrated in the west during the war years 
when all previous records were beaten, Some reductions 
from the high levels were to be expected, Cyclical 
variations are inherent in livestock trends. price 
fluctuations create uncertainties and, aS indicated, the 
relationship of grain and feed prices influences produc- 
tion plans, To the extent that economic factors are 
favourable to Livestock production,the broadening of the 


base of the agricultural economy is desirable, 


16 


see Memorandum of Canadian Co-operative Processors 


Limited, Swift Current, Saskatchewan (Swift Current, 
June, 1949, mimeo.), 
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The importance of the Prairie Provinces in the 
livestock and meat producing industry of Canada has 
already been indicated and the Significance of livestock 
and livestock products in Canada's trade in world markets 
is widely recognized, 

---(See Table XIV - "Exports of Cattle, Calves and 
Beef from Canada, 1913 to 1948", 
as filed in Exhibit 128 ) 

It is perhaps necessary to emphasize that the 
geographical disadvantages of Saskatchewan's ranching 
areas would, in the past, have been materially reduced 
had trade in livestock been allowed to flow freely along 
natural channels. Transportation disabilities are not 
the necessary consequence of a mid-continental position, 
The natural export market for western livestock is the 
United States, and if barriers to north-south trade had 
not been imposed and traffic directed east and west, a 
much greater volume of Canadian cattle would undoubtedly 
have moved freely into this market. The extent to which 
Canadian cattle exports have been influenced by national 
policy, trade agreements, tariffs and embargoes may be 
seen from Table XIv. 

Prices for cattle on the Canadian market have 
tended to be stronger during periods of high exports to 
the United States while restrictions on exports “in 
periods of rising prices have been reflected in wide 
Spreads between Canadian and United States marke t prices, 
The manner in which from time to time agriculture is used 
as an instrument of national policy is illustrated by 
the six-year period from September, 1942, to August 16, 
1948, during which period there was an embargo on the 
export of commercial beef cattle and calves from Canada 


to the United States, Exports of purebred cattle 
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and cattle for dairy purposes were, however, unrestricted 
and fairly large numbers moved across the border. It 
is significant, however, to note that the Dominion 
Department of Agriculture reported that "Ontario, Quebec 
and the Maritimes provided the majority of dairy cattle 
for export , "27 Cattle growers of western Canada were 
thus effectively barred from their natural market for 
Six years, The purpose of imposing this major restric- 
tive measure on the cattle producers of Canada, the 
impact of which fell largely on the western Stock growers, 
was two-fold. First, it preserved meat Supplies for 
Canadians and for shipment to Great Britain and the 
Armed Forces, Secondly, it was a vital element in the 
maintenance of the price control policy in so far’ as 
meat price ceilings were concerned and represented the 
Canadian stock growers! contribution to the success of 
this national policy. The impact of government policy 
on the producer in terms of lower returns than he would 
otherwise have received is Sharply emphasized by the 
comparison of prices ruling on the Winnipeg, Toronto 
and Chicago markets (Table xv). 

TABLE XV 


Average Prices of Good Steers at Winnipeg, Toronto 
and Chicago, 1941 to 1948, 


Year Winnipeg Toronto Chicago 
Steers over 1,050 Steers over 1,050 Steers £200 
1,500 
ED die Live 
peY) Cw: Bem cart. per cw, 
1941 Si soy eu $ 8.90 $ Ad 235 
1942 9.54 10.39 14.10 
1943 11.09 11.99 15.65 
1944 Lt 9 11.99 16.60 


mm Annual Market Review, 1947 (Ottawa, Dominion Department 


of Agriculture, 1948) p. 4, 
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TABLE XV (cont'd) 


Year Winnipeg Toronto Chicago 
Steers over 1,050 Steers over 1,050 Steers 1 ,200-1,500 
De Libs ex 
Per Cwlz per cwt, per cwt, 
1945 $ 11.40 SB Le seO $16.90 
1946 te 205 £3405 eL230 
1947 13 44 14.63 28.95 
1948 18,29 19.40 32 .85 


Source; Annual Market Review (Dominion Department of 


Agriculture, Ottawa), 


---(See Table XVI - "Exports of Hogs, Bacon and Hams , 
and Pork from Canada, 1913 to 1948", 
as filed in Exhibit 128) 


The average spread between Winnipeg and Chicago 
in 1941 before the ban on Canadian beef cattle exports 
to the United States, was $3.14 per cwt. For 1942, 
although the export ban did not go into effect until 
September, the average spread for the year iiauen scans 
$4.56. For 1943 the spread between Winnipeg and Chicago 
prices widened to $4.76; for 1944, to $5.47; for 1945, 
to $5.50; for 1946, to $9.25; for 1947, to $15.51... The 
cattle embargo was removed from August 16, 1948 and access 
to United States markets resulted in Strengthening of 
Canadian cattle prices. The spread between Winnipeg and 
Chicago monthly average prices which had varied from 
$12.74 to $19.18 in the first seven months of 1948 varied 
from $3 60. 1014625. in the corresponding months of 1949, 

With respect to the export market for meat, as a 
result of the ban on beef cattle exports to the United 
States Canadian beef moved to Great Britain in substantial 
Quantities during the war, Since the war, however, this 


market has declined. Normally Canadian beef meets heavy 
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competition on the British market and in the post-war 
period the dollar shortage has, of course, accentuated 
the difficulties faced by Great Britain in continuing 
purchases from Canada. | 

The export of live hogs has shown extremely wide 
fluctuations, as will be seen from Table XVI, but 
the export trade in bacon and hams has been an important 
one both from the standpoint of the hog producer and of 
the national economy. During the war years Canada 
Supplied a large volume of bacon to the British market 
and it is highly desirable in the national interest 
that every effort be made to retain this market in peace- 
time to as great a degree as possible, There has, 
however, been a sharp drop in exports from nearly 700 
million pounds of bacon and hams in 1944 to 200 million 
pounds in 1948. In periods of marketing difficulties, 
such as are now facing all lines of agricultural produc- 
tion, transportation costs, which as a result of distance 
are much higher than competitors! closer to seaboard, 
bear with particular severity on the prairie livestock 
economy and make it more difficult to meet competition 
in overseas markets at prices which will provide a 
reasonable return to the producer, 

The Brief presented by Saskatchewan Co-operative 
Producers Limited (commonly known as the Wheat Pool) 


18 


at the Regina Hearings of the Commission pointed out 
that the significance of transportation charges on live- 
stock could best be appraised when related to the value 
of the product. Table XVII indicates the prices of cattle 


of different grades at Winnipeg, the market value of a 


18 


See Submission of Saskatchewan Co-operative Producers 
Limited to the Royal Commission on Transportation 


(Regina, June, 1949, mimeo.). 
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ISO LueeeerEre . and the percentage of that value paid 
in freight charges, using the Greenstreet, Saskatchewan, 
to St. Boniface, Manitoba, movement as an example. [In 
this table the actual rates obtaining before the 21 per 
cent increase have been used in arriving at the per- 
centage figures for the years up to and including 1947, 
and the increased rate for the year 1948, 

This table shows clearly the impact of rigid trans- 
portation costs on a highly fluctuating cattle price 
structure, In periods of low prices freight charges 
constitute a high proportion of the value of the animals 
transported, particularly of lower grade animals, In 
this connection it should be noted that the proportion 
of so-called "good" steers to the total number of cattle 
sold tends to decline during years of poor crops when 
insufficient feed for proper finishing is available, 

At all times large numbers of medium steers and "medium" 

cowS are marketed taking, of course, the same freight 

charges per hundred weight as "good" steers but with a 

much larger percentage of the value of the animal 

absorbed in freight charges and a very much smaller net 

return to the producer. Thus, the proportion of the 

value of a "good" steer at Winnipeg paid in freight ranged 

from 13.1 per cent in 1933 to 3.2 per cent in 1948 while 
on "medium" cows it varied from 30.4 per cent in 1933 to 

4.4 per cent in 1948, 

---(See Table XVII - "Cattle prices at Winnipeg and 
Relationships of Freight Charges 
to the Value of Cattle, 1930 to 
1948", as filed in Exhibit128 ) 

Should there be a return to prices comparable to 
those ruling in the 1930's the proportion of the value 
represented by freight would be greater than shown 


above for these years unless the 21 per cent award were 
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reduced or removed, or a more favourable general level 
of prairie freight rates replaced the present structure, 

Efforts to estimate a total freight bill arising 
from the movement of the products of any one industry from 
&@ given area. present formidable difficulties. However, 
the Wheat Pool placed in evidence certain figures which 
indicated that freight on primary shipments alone of 
cattle, calves, hogs, sheep and lambs to stockyards and 
packing plants at the 1948 level of marketings would 
approximate $1,677,000 exclusive of all the various 
related charges such as stop-offs, diversions, cleaning, 
sanding, partitions, and certain non-railway charges for 
loading and unloading and feed and water enroute, 

Tre .poolieriet then goes on viol Stace» 

"Tt must be stressed, however, that the direct 

freight charges referred to above represent only a 

minor part of the total shipping costs which must 

be paid by the producer in the marketing of his 

livestock, Up.to,the present. we have considered 

freight. on livestock, going. to, the, abattoir only. 

We have not touched upon the cost of shipping 

processed meat and other products from the abattoir 

to the consumer -- a cost which must also be borne 

by the primary producer," ae 

In view of the fact that the large domestic centres 
of consumption are located in eastern Canada and processed 
meats generally move eastward for export, long and 
expensive rail hauls are involved on the bulk of our 
Finished. products, 

The contention that the producer must bear the 
burden of freight charges on both primary livestock move- 
ments and on the movement of the finished product to 


markets is strongly supported by evidence of 
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Intercontinental Packers given at Regina before the 
Board of Transport Commissioners in the 30 per cent 
case, at 

iu wavedbehtteosts ini relation to Livestock 

Slaughtered may vary in different plants through- 

out the Province, due to the type of business 

each individual plant might do. A large per- 
centage of our business in the period mentioned 

(1946) was export to England on which we pay 

freight to seaboard, If any substantial part of 

this product were to be marketed in the domestic 
market in Eastern Canada, the freight cost would 
be increased, due to the fact that the domestic 
rate is somewhat higher than the through export 
rate, It is only natural that an enterprise 
engaged largely in domestic business in the 
locality close to its plant would have a lower 
freight cost, due to the avoidance of long hauls, 

However, livestock production in Saskatchewan, 

in comparison to its population, is such that a 

comparatively large volume must either be 

exported to other countries or other parts of 

Canada. The handling costs govern the net return 

of the product, which in turn, governs the amount 

which can be paid for the Livestock," 

Western livestock areas are less favourably 
located in relation to the large domestic and European 
markets than either the Central or the Maritime provinces, 
The competitive disadvantage of the western stock grower 


in comparison to his eastern competitor may be illustrated 


ae see Brief presented by Intercontinental Packers 


Limited, Saskatoon, Sask. to the Board of Transport 


Commissioners (Saskatoon, 1947, mimeo.) pp. 2-3. 
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by a simple example. The freight rate (carloads) on 


-livestock from Maple Creek, in south-western Saskatchewan 


to Toronto is $1.36 per hundred pounds (supp. 10 to C.F.A. 
No. 116-A, C.T.C. No. 448). The freight rate (carloads) 
from Ailsa Craig, an important shipping point in western 
Ontanto. towforonte.ts QidisC wR NO Cede SO CroT Cis 

No. E. 1438). Selling into the same market the western 
producer is at freight disadvantage of $1.12 per one hundred 
pounds plus extra charges for feed and water enroute and 
losses due to shrinkage on the long haul from the prairies, 

The average price of a "good" steer on the Toronto 
market in 1948 was $19.40 per cwt. The Ailsa Craig farmer 
would realize $19.16 after freight charges were paid 
whereas the Maple Creek rancher would receive $18.04, The 
Ailsa Craig farmer's freight cost represented 1.24 per 
cent of the gross price whereas the freight cost from 
Maple. Creek was 7.0L percent. 

A comparison based on somewhat lower livestock 
prices may now be in order. In 1933 "good and choice" 
steers averaged $4.63 at Toronto. The Ailsa Craig freight 
pate waspe0d..(CuNiRe No.l. 30, 00.7T2G,.1 No, B.2438)), and 
the Maple Creek rate $1,124 (C.F.A. No, 116-A, C.T.C. 

No. 448). Thus, the Ailsa Craig farmer realized $4.43 

per hundred pounds and freight represented 4.32 per cent 
of the gross. The Maple Creek rancher on the other hand 
would receive only $3.503 with freight representing 24,3 
per cent of the Toronto price, | These comparisons, are 
based on a superior’ grade of livestock.) The enormous 
impact of fixed transportation charges on the western 
livestock economy during periods of low or even moderato 
prices and their effect on the competitive position of the 
western producer is thus brought sharply into focus, The 
inequity of applying the principle of horizontal increases 


to such a structure will also be immediately apparent, 
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This point will be developed at a later stage in this 
Beier. 

The Jeienificantly high proportion of cattle and 
hogs moving to market by rail in Saskatchewan compared with 
any of the other important livestock producing provinces is 
worthy of note, Thus in the heavy movement of cattle to 
stockyards Saskatchewan sends a greater number by rail than 
any other province while lese than thirty per cent move by 
truck -- by far the Lowest proportion of any important 
Ppronucinue province’. Phe movement op cavtle Girect to 
packing plents 26 much less Limportant (in. terme or) total 
volume but again Saskatchewan's proportion moving by truck 
is lower than any or the Large’ producing provinces, |) The 
movement of hogs to stockyards in Saskatchewan is 
unimportant in.terme of volume. The figures show that by 
fear tne reaver number of hogs are marketed at. packing 
plants and that on this movement Saskatchewan ships both 
the smallest volume and the smallest proportion (25 per 
cent) by truck of any important hog re enciae province in 
Canada, 

Prior to the 1948 increase, freight rates on 
livestock were the same as existed in 1918 since an in- 
crease granted in 1920 was voluntarily removed by the 
railways -~- presumably as a recognition of the difficulties 
with which, stock growers were faced and of the fact that 
continuation of higher rates would have been more than the 
LnOUstry coudd) bear, Tie principles of maintaining the 
lowest possible freight rate on livestock is vital to. the 
preservation of johievindusury, iIntlueneed as 10°45 by cone 
siderations of national and international economic policy 
and separated, in part geographically and in part 
Sruificietly yom 1ts sreat, natural markets.. 

AS previously indicated many major marketing 


problems are presenting themselves in all fields of 
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agricultural production, While productive capacity may be 
stabilized in some measure by agricultural techniques, 
marketing problems have been -- and will probably continue 
to be -- particularly resistant to permanent solutions, 

It is only necessary to review the fluctuations in 
trade policies to be impressed by this lack of permanence 
(Table XIV). The harsh facts suggest that there has never 
been a steady market upon which the livestock producer could 
formulate any long-term plans, The high level of cattle 
marketings in 1948 is itself a reflection of instability, 
Instead of indicating economic well-being in the industry, 
it reveals undertainty in the minds of livestock producers 
concerning future markets and prices, There is a danger 
that basic stock may be liquidated in the effort to dispose 
of herds before anticipated price declines become pronounced. 

sufficient has been said to indicate some of the 
problems with which the cattle producer has had to contend, 
Chief among these have been widely fluctuating prices, long 


periods of low prices, rapidly changing market outlets, 


shifts in national and international economic policy -- with 


varying restrictions upon selling in the most favourable 
market, and, finally the persistent geographical disad- 
vantages with respect to our domestic and European markets, 
To: the, extent; thatvdiversification of agriculture is 
possible in Saskatchewan it must be brought about through 
livestock,©+ Efforts of ranchers, farmers, organized agri- 
culture, private organizations, as well as Provincial and 
Federal Governments, have been directed towards improving 
the position of the livestock industry and encouraging its 
development, not only for the sake of those directly engaged 
in it, but also to broaden the base of the agricultural 
economy in the interests of the Province and of Canada as 


a whole. The national transportation policy should con- 
tribute to these aims, 


elsee Submission of United Farmers of Canada (Saskatchewan 


Section) Limited to the Royal Commission of Inquiry on 
Transportation (Saskatoon, June, 1949, mimeo.). 
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MR, MACPHERSON: Dr. Brintnell is going to 
peraphrase the section on the livestock industry 
end shorten it down. 

THE CHAIRMAN: How far does it extend? 

Win Memon lero HO." To believe , 

MR. MACPHERSON: To the bottom of 39 on 
the printed one, from 28 to the bottom of 39, 
VOUS Orasniap, 

THE CHATRMAN: Yes, ell right. 

THE WITNESS: I might say, your lordship, 
that the peraphrese of this is somewhat longer 
than the paraphrese of the remaining sections, 
because we attach rather more significance to 
livestock than to the others. I have managed 


to reduce it from: fifteen to: four and a half 


pages. 
LIVESTOCK (SUMMARY) 


The relative significance of the Saskatchewan 
livestock industry in the national economy shows 3a 
fairly steady growth in spite of many difficulties 
such as feed shortages, widely fluctuating price 
levels and uncertain markets, 

Table XII shows the trend of livestock 
population in Canadse and Saskatchewan over the past 
forty years and the relative significance of 
Saskatchewan to total Dominion production over the 
same period. 

Livestock ere produced over wide sreas in 
Saskatchewan with some tendency towards concentre- 
tion in the park sreos and, in the cage of cattle, 
in the ranch lands of the south west. Under certain 


price relationships hogs may be produced in conjunction 
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with grain growing in the Prairie areas, 

Marketing of cattle end hogs (as shown in 
Table XIII) rose to high levels in response to 
wortime demand but declined efter the wer, 
particularly in the case of hogs, 

In the case of cattle, the average of our 
production over the last few years is about 25% 
of the Dominion total. 

There wes a substantial recovery in cattle 
marketings in 1948, although the drop in numbers 
on farms, that is those remaining on farms, 
indicates some liquidation of herds, 

Much has been done, and efforts sere continuing, 
to promote greater production stability in the 
Sasketchewan livestock industry and to minimize 
the effectsSof drought on feed supplies. The 
establishment of community pastures, construction 
of stock watering dams and the conservation of 
grazing resources by the removal of surplus horses 
have been directed to these ends. 

Transportation enters into the prairie live- 
stock economy at many points. There is (1) the 
movement from farm or ranch to eastern markets or 
for export; (2) from farm or ranch to western packing 
houses; (3) from western packing houses to consumers 
in western and eastern Canade end for export; (4) 
feeder stock to feed lots. 

It is perhaps necessary to emphasize that the 
geographical disodvantage of Saskatchewan's ranching 
areas would, in the past, have been materially reduced 
had trade in livestock been allowed to flow freely 
along natural channels. Transportation disabilities 


are not the necessary consequence of a mid-continental 
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position, The natural export market for western 
livestock is the United States, and if barriers to 
north-south trade had not been imposed and traffic 
directed east and west, a much greater volume of 
Canadian cattle would undoubtedly have moved freely 
into this market. The extent to which Canadian cattle 
exports have been influenced by national policy, trade 
agreements, teriffs “and embargoes may be seen from 
Table XIV. 

The manner in which, from time to time, 
agriculture is used as an instrument of national policy 
may be illustrated by theperiod from September, 1942 
to August 16, 1948, during which time there was oan 
embargo on the export of commercial beef cattle sand 
calves from Conada to the United States. The ban 
did not extend to purebred or dairy cattle, and fairly 
large numbers moved across the Border, 

THE CHAIRMAN: Dr, Brintnell, can you tell me 
how your table XIII which gives the percentage of 
cattle marketing in Saskatchewan over the last few 
years, how that compares with Alberta? 

A. I cannot remember offhand, 

MR. MACPHERSON: We will try to get those figures 
for you, your lordship. I think we can get them. 

THE CHAIRMAN: Not too much trouble. Go on then. 

THE WITNESS: However, the dairy cattle exports 
originated lergely in eastern rather than in western 
Canada. Thus the natural market for western . beef 
cattle was effectively denied to western stock growers 
ror’ six “years. 

The purposes of imposing this major restrictive 

measure on the cattle producer of Canada were, first 
to preserve meat supplies for Canadians and for shipments 


overseas and, second, to assist in maintaining the 
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Government price control policy insofar es meit price 
ceilings were concerned. The contribution which the 
western livestock industry made to these national 
objectives was a very substantial one indeed. Table 
XV shows the prices ruling on Censadian markets in 
comparison with the prices obtaining in the United 
States. It can be seen from the Table that the average 
Spread between Winnipeg and Chicago in 1941 before 

the ben on Cenadian beef cattle exports to the United 
States, wos $3.14 per cwt. For 1942, although the 
import ban did not go into effect until September 

the average spread for the year increased to $4.56 
For 1943 the spread widened to $4.76; for 1944, to 
$5.47; for 1945, to $5.50; for 1946, to $9.25; for 
1947, to $15.51 per cwt. The cattle embargo was 
removed on August 16, 1948, and access to United States 
markets resulted in the strengthening of Canadian 
cattle prices. The spread between Winnipeg and 
Chicago monthly average prices which hed varied from 
$12.74 to $19.18 in the first seven months of 1948, 
varied from $3.60 to $6.25 in the corresponding months 
of 1949. That is the period efter the ban had been 
removed, 

THE CHAIRMAN: You have no figures Showing 
the exports from Saskatchewan itself? 

Pe RPE NO’s I doubt very much whether they are 
available. We heave difficulty whenever stock moves 
to stock yards with such a big flow as to St. Boniface, 
They do not tend to be segregated very well, if I 
remember correctly. 

AS a result of the embargo on shipments of 
live cattle to the United States, beef moved to Great 


Britain in substantial quanitities during the War. 
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This market has now declined es is shown in Table XIV. 
Likewise, bacon exports to Great Britain have 
declined very materially since the peak in 1944 

(See Table XVI), and now seem to be in some danger 
next year of virtually disseppesring. 

In periods of marketing difficulties, such 
as are now threatening 211 lines of agricultural 
production, transportation costs bear with particular 
Severity on the prairie livestock economy and make it 
more difficult to meet competition in overseas markets 
at prices which will provide 9 reasonable return to 
the producer, 

Table XVII shows clearly the impact of rigid 
transportation costs on a highly fluctuating cattle 
price structure. In periods of low prices freight 
charges constitute a high proportion of the value of 
the animals transported. This is particularly so in 
the case of lower grade stock. In the example used 
in Table XVII the percentage of the value of a 
"good"steer paid in freight charges ranged from 3.2 
per cent: to 13.1 per cent snd of a" medium" cow from 
4.4 per Bice s0™, per cent. 

Considering only the primary movement of 
livestock to stockyards and packing plants, on the 
basis of 1948 marketings the Saskatchewan Wheat Pool 
estimated that the Saskatchewan freight charges on 
such livestock would amount to $1,677,000 exclusive of 
related charges. The Wheat Pool Brief went on to 
state that this estimate did not inelude"the cost 
of shipping processed meat and other products from 
the abattoir to the consumer -- a cost which must 


also be borne by the primary producer." The contention 


(Page 9907 follows) 
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that crowers' returns are reduced by the latter costs 
as well as by the freight on livestock is supported by 
mire eve_oence piecen Delore the Board of Transport 
Commissioners by the Intercontinental Packers Limited, 
Saskatoon, at Regina in June, 1947, during hearing on 
the 30% Case. This brief contended that 

"The handling costs govern the net 

revurh OF tie product whien, incur, 

governs the amount which can be paid 

for the livestock." 

Western livestock producing areas are less 
favourably located in relation to the large domestic end 
Seah markets than are those of either the Central 
dist resect Provinces. The disadvantage may be illustrated 
by comparing freight charges on cattle moving from Maple 
Creek, Saskatchewan, and from Ailsa Craig, Ontario, into 
the Toronto market. The freight rate from Maple Creek 


to Toronto after the 21% increase was $1.36 per hundred 


O 


weight as compared with ug from Ailsa Craig to Toront 
With "good" steers averaging $19.40 at Toronto in 1948 
the net return to the Maple Creek rancher was $13.04 cand 
eet alone represented 7.01 per cent of the gross 
price, whereas the Ailsa Craig farmer received $19.16 
with freight representing only 1.24 per cent. In periods 
of low prices such as 1933 when "good and choice” svecrs 
averaged $4.63 at Toronto, the percentage of the gross 
price absorbed in freight was 24.3% in the case of the 
long haul from Maple Creek, and 4.32 percent on the Ailsa 
Craig movement. 

The effect of applying horizontal increases to 
such widely differing rates will be immediately apparent. 

It should also be emphasized that the distant 


producer bears an added burden in terms of shrinkage ond 
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various additional ancillary charges necessitated by 
the length of the haul involved. 

The high proportion of cattle and hogs moving 
vo markets by rail in Saskatchewan is worthy of note. 
I was assuming we would put that in, Mr. Counsel. 

MR. MacPHERSON: Oh yes, I have a further exhibit 
yeres #2.don Pp rknowiai tl iweucani put: atidn aswanktexhibet.» /T 
think it might. go into the record. 

THE CHAIRMAN: Where would that be pertinent in 
tneporier? 

MR. MacPHERSON: It is not in the brief. 

THE WITNESS: It illustrates the paragraph. 

MR. COVERT: I was talking to the Assistant. 
secretary, Mr..Belcourt, and he suggests we put it in as 
he EM a1 70M oe Numan ye CPi WE AO oat @ Yer Tey 
EXHIBIT NO. 130: Filed by Mr. MacPherson: Table showing 

proportion of 

cattle shipped 
by rail and truck 

in Saskatchewan. 

THE CHATRMAN: What does it show? 

metenrom Thisthxniblt pL oiwe Wi mberscon (that chm. ‘the 
heavy movement of cattle to stockyards, Saskatchewan ‘sends 
a greater number by rail than any other province, while 
less than 30% move by truck - by far the lowest proportion 
of any important producing provinge. The movement of 
cattle direct to packing plants is much less important 
in terms of total volume, but again Saskatchewan's 
proportion moving by truck is lower than any of the large 
producing provinces. The movement of hogs to stockyards 


in Saskatchewan is unimportant im terms of volume. The 
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figures show that by far the greater number of hogs are 
marketed at packing plants and on this movement 
Saskatchewan ships both the smallest volume and the 
Smallest proportion by truck of any important hog 
producing province in Canada. 

Major marketing problems are presenting themselves 
in all fields of agricultural production. While productive 
capacity may be stabilized by agricultural techniques, 
marketing problems are particularly resistant to permanent 
solutions. The harsh facts suggest thet there has never 
been a steady market on which the livestock producer could 
formulate long-term plans. Widely fluctuating prices, long 
periods of low prices, rapidly changing market outlets, 
shifts in national and international economic policy, and 
persistent geographical disadvantages with respect to 
domestic and European markets are foremost among the 
hazards faced by the western livestock producer. Finelly, 
it should not be overlooked in aSSessing the importance 
of the western livestock economy, that to the extent that 
agricultural diversification is possible in Saskatchewan, 
it must be brought about through livestock as the chief 
means of broadening the base of the agricultural economy 
of the province. A national transportation policy can 
contribute to these aims. 

Mo Mac PHERSON* Now, exnipit 130 as filed, is 
meant to indicate the dependence of moving livestock on 
rail transportation in the Province of Saskatchewan? 

Sl Oe a] em val Barer 

4: And shows a greater dependency in Saskatchewan 
than in any other province? 
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5. The Dairy Industry 


The dairy industry is an important one in the 
economy of Canada and one in which the Prairie Provinces 
and Saskatchewan in particular play a significant part, 
The industry in Saskatchewan fulfills special functions 
in the dairy economy of Canada and operates under con- 
ditions peculiar to this Province which give rise to 
special problems in which transportation is intimately 
involved, The Saskatchewan Dairy Association in its Brief 
expressed the belief, substantiated by factual data, 
"that of the former nine provinces in the Dominion of 
Canada, the Dairy Industry in Saskatchewan by reason of 
economic, geographic and other disadvantages has been the 
most adversely affected by transportation costs and 
related difficulties ,"@* 

AS pointed out in the discussion of the livestock 
industry, milch cows in this Province are usually of the 
dual purpose type with specialized dairy herds on farms 
producing for fluid. milk markets. Distribution of the 
milch cow population with the largest numbers in the park 
areas of eastern and northern Saskatchewan, is determined 
mainly by the physical features of the Province rather 
than proximity to consuming centres, 

In the fluid milk trade of the larger urban 
centres, Saskatoon obtains its supply from areas sur- 
rounding the city and much of the milk is transported by 
truck, when weather permits, owing to the relatively short 
distances involved, Regina offers a contrast since much 
of the area surrounding that city is given over to wheat 


growing and most of the fluid milk supply reaches Regina 
£2 See Submission of the Saskatchewan Dairy Association 
to the Royal Commission on Transportation (Regina, 


June, 1949, mimeo.) p.l. 
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by rail from areas east and north-east where the prairie 
plain gives way to the park belt. The average rail haul 
into Regina of fluid milk is approximately 40 to 50 
miles, 

As pointed out by the Saskatchewan Dairy Associa- 
tion in that Association's comprehensive Brief,“ about 
50 per cent of the milk production of the Province goes 
into the manufacture of creamery butter. The distribu- 
tion of the milch cow population over wide areas is the 
major factor determining the form in which the greater 
Dero Of  pecketahewean 's milks product lom Pe “utilized: 
Except for supplying the relatively small fluid milk 
markets of the cities, the long distances involved in 
scattered farms and small supplies of milk make it 
uneconomic to collect and ship whole milk. This militates 
against the development of cheese factories and con- 
denseries, the operation of which requires steady 
deliveries of whole milk in large volume every day. 

There are only a few small local cheese factories which 
operate in the northern part of the Province. It may be 
mentioned, incidentally, that this restrictive factor 
necessitates Saskatchewan consumers importing, mainly 
from eastern Canada, their requirements of cheese and 
condensed milk even though this Province produces a large 
surplus of the raw product, Utilization of surplus milk 
production in Saskatchewan demands, however, a con- 
centrated form of the product which can be economically 
transported from farm to plant at convenient intervals, 
Cream, for the manufacture of creamery butter has pro- 
vioea the economle solution. 

This situation is .in sharp contrast to conditions 
in eastern provinces where concentrated production of 


milk and readily accessible processing plants make possible 
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the shipping of the whole milk to cheese factories, 
condenseries and creameries, and plants frequently com- 
Dining the functions of each, 

Table XVIII shows the annual production of 
creamery butter in Canada and Saskatchewan, the number 
of creameries operating in this province, and the butter 
make per creamery. 

Saskatchewan has been the third largest producer 
of creamery butter -- exceeded only by the provinces of 
Ontario and Quebec -- for almost a decade. Yet Ontario 
and Quebec, contributing well over 50 per cent of the 
Dominion total, remain, like British Columbia, deficiency 
areas and their production contributes comparatively little 
to rail movement, On the other hand high levels of pro- 
duction and relatively small populations have placed 
Saskatchewan and the other Prairie Provinces in the 
position of surplus producers accounting for a very large 
proportion of all butter shipped by rail in the Dominion, 
---(See Table XVIII - "Creamery Butter Production Canada 

and Saskatchewan, Number of 
Creameries and Production per 
Creamery in Saskatchewan, 1921 

to LOS as filed in Exhibit 1261) 

Table XIX indicates that Saskatchewan's net 
exports of butter by rail for the period 1932 to 1947 
represented a full two-thirds (67 per cent) of the annual 
creamery butter production of the Province without taking 
into consideration less-than-carload and truck shipments. 
Preliminary figures for 1948 show such net exports at 
59 per cent of the total make, The comparable figure 
for Manitaba for 1932-47 was 43 per cent and for 1948, 

36 per cent, For Alberta net exports by rail represented 
57 per cent in the period 1932-47 and 48 per cent in 
1948, Thus, in terms of volume and of proportion of the 


total make Saskatchewan holds the leading position insofar 
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as rail shipments out of the Province are concerned. 


of the total butter loaded at stations in 


Canada for the period 1932 to 1947 a 


31 per cent was loaded at stations in Saskatchewan, 


inclusive almost 


The 


comparable figure for 1948 was 34 per cent, 


TABLE XIX 


Creamery Butte: 


Make and Net Exports of Butter 


by Rail, Manitoba, Saskatchewan and Alberta, 
1932-1948 


Manitoba 


Creamery 
Butter Make 
Lb. 


1932-47 415,562 ,274 


Annual 
Average 25,972,642 
194.8% 25,351,000 


*Preliminary. 


Saskatchewan 


1932-47 494,650,344 


Annual 

Average 30,915,646 
1948* 34,116,000 
*Preliminary. 


1932-47 482,422,318 


Alberta 


Net Exports 
by Rail 
LO; 


180 ,236,000 


11,264,750 
9,054,000 


330,092 ,000 


2056303750 
19,964,000 


273,630,000 


LOL o75 
15,626,000 


Compiled from Statistics of Dairy Factories; 


Statistical Supplement, Monthly Dairy Review 


and Summary of Monthly Railway Traffic Reports 


(Dominion Bureau of Statistics, Ottawa). 


Annual 

Average 30,151,395 
1948% 32,414,000 
*Preliminary. 
Sources: 

a4 


see Summary of Monthly Railway Traffic Reports 


(Dominion Bureau of Statistics, Ottawa). 
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Table XX gives the net imports by rail of the 
three major deficiency provinces, 
TABLE XX 


Net Butter Imports by Rail, Quebec, 
Ontario and British Columbia, 


1932-1948 
Que bec Ontario British Columbia 
ays a Bex Te. 
1932-47 117), 070.000 257,988,000 300,178,000 
Annual 
Average 7,317,375 16,124,250 Lo FOL Les 
1948 1,682 ,000 25,490,000 21,226,000 


Source; Summary of Monthly Railway Traffic Reports 


(Dominion Bureau of Statistics, Ottawa). 


British Columbia is a heavy net importer of 
creamery butter and in supplying that demand Alberta has 
an obvious geographic advantage over Saskatchewan, The 
Saskatchewan Dairy Association points out at page 5 of 
LCS) Belt « 

"The point on the Prairies at which transportation 
costs equalize as between Eastern and Western markets 
approximates the Manitoba-Saskatchewan provincial 
boundary, indicating that from the standpoint of 
shipping costs all creameries located in the 
province of Saskatchewan may more advantageously 
move their surplus creamery butter to the West or 
Pecd PLE Coase ,." 

AS a result of its freight advantage westward 
Alberta's natural market is British Columbia. From the 
standpoint of freight rates, as indicated in the Dairy 
Association Brief, Saskatchewan could also ship more 
advantageously to the Pacific coast than eastward but 
the British Columbia market is insufficient to absorb 
all of Saskatchewan's surplus in addition to that of 


Alberta, Such butter as Saskatchewan does ship to the 
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west (roughly one-third of her surplus) must compete 
with the Alberta product and move at a freight disad- 
vantage as well. The balance of two-thirds of the 

Bee ieee heen Surplus must find its market in the 
deficiency provinces of eastern Canada. In these markets 
the Saskatchewan product competes with butter from 
Manitoba which Province, as a result of her geographic 
position, has a freight advantage on the eastern haul. 

In the words of the Dairy Association Brief, 

"Under normal circumstances, the Dairy Industry 
of Manitoba has only one market for surplus produc- 
tion. The same is true of Alberta, This is not so 
of Saskatchewan where at least one-third of the 
cream from which butter is made must be purchased 
in competition with Alberta plants which enjoy on 
the average approximately .55 cents -- five to 
six-tenths of a cent -- per pound transportation 
cost advantage to the pacific Coast with the 
remaining two-thirds being in competition with 
Manitoba creameries who enjoy a similar transpor- 
tation advantage to the Fastern markets, 

‘These facts clearly indicate that while the 
point at which transportation costs equalize on 
the Prairie is the Manitoba-Saskatchewan provincial 
boundary, the deficiency and surplus factors actually 
result in the division taking place more nearly in 
the centre of the province of Saskatchewan," 
(pp. 5-6) 

Thus, not only does Saskatchewan ship out of the 
Province a greater volume of butter and a greater pro- 
portion of the total make than do other provinces, but 
owing to geographical location this exportable surplus 


must move longer distances by rail and at higher rates 
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than those paid by competing provinces, Consequently 

the apex of the freight structure for butter movements 
falls within Saskatchewan, shifting back and forth across 
the Province as the relative levels of demand vary between 
the eastern provinces and British Columbia, Furthermore, 
when the factor of volume is also considered, it is 
obvious that total transportation charges, and therefore 
the contribution to railway revenue, for the movement of 
Saskatchewan butter are greater than in the case of any 
other province in Canada, 

The heavy impact of transportation charges borne by 
saskatchewan relative to other provinces cannot be 
measured fully, however, solely in terms of charges on 
the product, creamery butter, moving to centres of con- 
Sumption. The Saskatchewan Dairy Association deals with 
this in the following paragraph at pages 15 and 16 of 
eae orien; 

"It is possibly unnecessary to point out that 

in the province of Saskatchewan where industrial 

development is largely lacking, all items entering 

into dairy or creamery processing excepting labour 
carry single or multiple transportation costs in- 
volving either freight or express and in many 
instances both. In the butter industry, the dominant 
branch in Saskatchewan, there are three main items 
involved: ! 

1, Transportation charges on the incoming raw 
material, namely milk and cream, 

e. Transportation charges on materials used during 
processing and packaging (wooden boxes, salt, 
washing compounds, neutralizers, box liners, 
butter wrappers, cardboard containers, etc.) 


and all heavy dairy equipment, 
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3. Transportation on the outgoing finished product." 
Transportation on the See ae finished product 
has already been discussed, About 50 per cent of the 
cream, according to the Association, moves to creameries 
by rail. Processing and packaging materials practically 
all come from outside of the Province, in many cases from 
considerable distances, The Association summarized trans- 
portation costs in the following manner at page 17 of its 
Bole t. 
"The cumulative transportation charges presently 
assessed by the railways either as express or 
freight on a pound of Saskatchewan creamery butter 
involve approximately 4.97 cents a pound, origin- 


ating in this manner; 


Incoming express on raw material, cream - - 1,50¢ 
Incoming freight, etc., on essential 
Supplies oer. LOS¢ 
Carlot transportation on surplus finished 
product to market - - 3,156¢ 
Additional railway service charges or Ua Eee 
4 .971¢" 


At present floor prices for butter the trans- 
portation factor of 4,971 cents represents 8.6 per cent 
of the price of a pound of creamery butter. Butter prices 
have already been influenced by the new competitor, 
margarine, and the ultimate course of creamery butter 
prices is impossible to predict, Shoulda prices again 
decline to the 30 cent level quoted on the Toronto and 
Montreal markets as late as 1941, or the much lower levels 
of the nineteen-thirties, the impact of transportation 
costs would be proportionately much greater, cThe 
saskatchewan producer is at a serious disadvantage in 
relation to competitors closer to consuming centres in 
eastern and western deficiency areas, This burden is 


sharply enhanced as prices for the product decline and 
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other costs including freight rates tend to remain 
pcamcales he 

the dairy industry is an important branch of 
the agricultural economy of Canada, Its products 
represent the greatest source of protective foods 
necessary to the health of the nation, Consumption is 
largely domestic, in contrast to many other agricultural 
produces, In fact deficiencies in production to meet 
domestic needs have at times occurred, The distribution 
of production in relation to population has brought 
about an extensive traffic in dairy products, in which 
there is complete dependence on rail for the major move- 
ment -- that between the Prairie Provinces producing in 
surplus, and the eastern provinces and British Columbia 
IMpoPLINe On es Laree” scale. A measure of relief in the 
matter of transportation costs, which represent such a 


large part of the overall costs in the dairy industry 


of western Canada, would be in the interest of an important 


LHOUSthy and ii the national (intenest as a whole. 


ee ee ee ee ee 


Q: We come now to Page 40 of the printed brief. 
achetana ye onthe Datpy industry and Dr. Brintne !) proposes 
to do the same thing with this part of the brief from 
Page 40 to Page 44 to the Poultry Industry. That is 
tO paraphrase ghis and read it into the record. 

A; Your Lordship, as most of the relevent facts 
on the Livestock Industry were put in by the Whecet FOOWs 
so the Co-Operative Growers or rather the Sask-tchewen 
Dairy Association put in most of the relevant facts 
with respect to the Dairy Industry. I have just a 


page and a half which I will summarize now. 
The Dairy Industry of Saskatachewan performs 
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important functions in the Canadian economy. In 
eCarryine.ouc unese Tunctions, special problems, are 
encounvercd in which transportation is heavily 
involved. 

The Saskatchewan milch cow population is 
rather scattered, the largest numbers being po the 
Park Belt in the northern and eastern parts of the 
provincs,. Topographical considerations, rather than 
Droxi mice, CoO. consuming centres. can be a determining 
influence in the location of even the specialized 
dairy her s as.in the, case, of the City of Regina, 
which gets its milk from a distance of approximately 
HO 1.0.50. Less wiWlost miich cows. in. Che Province, ove 
however, of the dual purpose type. 

About 50% of total milk production goes 
aM ape @ ape als manufacture of creamery butter. Lack of 
concentrated milk supplies in any area tend to 
militate against cheese factories o condenseries 
Such ac ere Lessit ple oan ne Eastern Provinces. 

Saskatchewan for almost a decadehas been 
Surpasse in production of creamery butter only 
bY Onterio.end. Ovebece ol iots. sleniti cant that net 
DU ate ex Ort Sieh Gon Seskatchewan by rail in 
recent years represented some two-thirds of the 
annual c.eamery but er make of the province. 

Of the total butter (that is of all putter 
loaded by stations in Canada) for the period 193¢ 
to 1947, almost 31% was loaded at stationis in 
Saskatchewan. The comparable figure for 1948 was 
34%. Other main exporting provinces whicm are shuwn 
in Table 19 are Alberta iad Mamitoba~. Maiin deficiency 


provinces as shown in Table 20 are Ontariog, Wwebec 
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and British Columbia. 

Saskatchewan is at a greater disadvantage 
than both Manitoba and Alberta in Hise trensportetion 
as the Saskatchewan butter which goes east must 
compete with thet of Manitoba and the butter which 
goes West must compete with that of Alberta. The 
apex of the freight structure for butter movement 
falls within Saskatchewan, shifting back and forth 
across the province as demand varies between the 
Hasvern Provinces and British Colmmbia. 

The heavy impact of trensportation charges 
born by Saskatchewan relative to other provinces cannot 
be measured solely in terms of charges on the product, 
that is, creamery butter moving to centres of consumption. 
Two other main charges are involved, namely, charges 
onthe raw material cream, and on materials used in 
processing. Averageritransportation’ costs sepplicable 
to the marketing of a pound of butter have been 
estimated by the Saskatchewan Co-operative Creameries 
as amounting to 4.97¢ or just under 5¢. That; Limicht 
mention is before the 8% increase recently awarded. 

Av present floor prices, these charges amount 
to 8.6% of the price of a pound of butter and represent 
a heavy burden to the industry “ingsaska tenhewan. 10 if 
prices decline, the impact will be proportionately much 
greater and the heavy burden borneby Saskatchewan 
producers in relation to competitors closer to consuming 
centres will be sharply ehhanced. 


Q: Now, that deals with the Dairy Industry 


vu 


and, Dr. Brintnell, you intend to adopt the same 


method in dealing with the Poultry Industry which is 
at the bottom of Page 44 of the printed brief and 


which continues to Page 48? 


A: Yes. 
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6. The Poultry Industry 
With respect to the Saskatchewan Poultry’ 
Industry it should be noted at the outset that sound 
policies to promote quality and facilitate efficient 
marketing have, in recent years, assisted poultry raising 
to emerge from the position it once held as an unimportant 
Sideline chiefly aimed at supplying the farm requirements, 
with any surplus being sold or used as a medium of 
exchange at the country store. To service poultry raising 
there has grown up an important hatchery industry, and 
in the marketing of its products a substantial produce 
trade has developed. In 1948 the poultry population of 
saskatchewan was just under 10 millions or approximately 
14 per cent of the Dominion total, 
The Saskatchewan Poultry Board in its Brief to 
the Commission appraised the advantages and disadvantages 
faced by the poultry industry in Saskatchewan: 
"Conditions in Saskatchewan, in the 
light of recent advances in poultry husbandry, are 
very favourable for development of the poultry 
industry, with long hours of sunshine, abundance 
of comparatively inexpensive land for ranges, and 
cheaper feeds. Saskatchewan poultrymen, however, 
have laboured under many difficulties not encountered 
in localities more favourably situated as regards 
markets, Saskatchewan has no large urban consuming 
centres and producers have to face the fact that 
Surplus production must be shipped long distances 
to outside markets involving extra care in handling, 
extra costs in refrigeration and extra charges in 
freight rates not borne by more favourably located 
competitors ,"@5 
Eggs and poultry are produced in this Province 


almost entirely by small farm flocks, There are only a 
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very few so-called commercial flocks and these are, 

in general, located close to the larger centres of 
population. Consequently the production of eggs takes 
place over a wide area and on a great many farms most 
of which are far removed from any large population 
centre, 

In eastern Canada, particularly Ontario and 
Quebec, the industry is much larger and is confined to 
a much smaller area. There is little or no initial rail 
movement of either eggs or live poultry for the reason 
that most producers live very close to registered killing 
and grading stations and can deliver most of their 
produce directly. Good roads, open 12 months of the 
year, allow most of the assembly to be done by truck 
which is not the case in Saskatchewan. Most of the 
initial movement in this province must be by rail for 
the reason that roads are impassable over several months 
of the year, 

As compared with eastern Canada there are no 
large consuming centres in Saskatchewan, and such urban 
centres as Saskatoon and Regina are largely supplied by 
producers living within 25 or 30 miles of the en by... Unaia 
leaves a very large area of production from which eggs 
and poultry must be shipped long distances whereas in 
eastern Canada, particularly Ontario and Quebec, most 
producers are within a radius of a few miles from the 
large consuming centres, 

Transportation costs are an important factor 
in the assembling of eggs in Saskatchewan. In the first 
instance eggs mist be moved from various country shipping 


points to registered egg grading Stations, of which there 


oe. See The Saskatchewan Poultry Board Submission to the 
Royal Commission on Transportation (Regina, June, 
1949, mimeo.) pp. 4-5, 
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were some 130 in the Province in 1948. This shipment 

is almost entirely by express but since small shipments 
move at a fixed minimum charge within the Province, 
distance is not usually a determining factor in the cost 
of this initial movement. Many grading stations do not, 
however, receive sufficient volume to make up carload lots 
so that eggs must be moved by L.C.L. shipment to assembly 
points, of which there were 42 in the Province in 1948, 
An assembly station may itself load only one car in the 
peak of the season and then revert to shipping L.C.L. to 
other points, For example all 42 assembly points were 
loading in mid-April of 1948 but by June this number had 
been cut in half, with a resulting increase in L.C.L. 
shipments, 

Insofar as poultry meats are concerned the 
initial movement is considerably longer. In the interests 
of quality, producers have been encouraged to have their 
poultry killed in a registered killing plant and today 
the bulk of poultry is handled in that way. There were 
25 killing plants in operation in 1948 which necessitated 
live birds being moved considerable distances, largely 
by express, 

Transportation of Saskatchewan eggs and dressed 
poultry to eastern domestic and to export markets must 
be entirely by rail. The great distances also involve 
icing or heating charges on the product. In the Fast 
many shipments can be made to the large domestic con- 
Suming centres and even to the United States by truck 
because of the short haul, 

Saskatchewan eggs must be sold in competition 
with those of Menitoba and Alberta on the eastern and 
export markets, This puts Saskatchewan at 4& geographic 
disadvantage over Manitoba but at an advantage over 


Alberta. Recently Alberta has been marketing an increasing 
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volume of eggs in British Columbia so that a closer 
market for at least some of Alberta's production is at 
hand. 

All movements of poultry products out of the 
Province must undergo Dominion Government inspection 
and Table XXI showing inspections of dressed poultry 
reflects quite accurately the volume exported from the 
Province:, 

TABLE XXI 
Volume of Dressed Poultry under Dominion 


Inspection in Seskatchewan, 
1946 to 1948 


1946 1947 1948 

Aglaye aie) 1b, 
Chicken PaOCmo edo. OL te iby eos, SOF 
Fowl VOC HORE EO) (ealtsbr eh! seo. 
Turkeys FOUL SON! KR PO (es oon | onto uos 
Ducks 12 , 344 (SAGES. 6,143 
Geese | 50,284 30,509 CL LOe 
Totals 6,385,874 8,316,831 7,198,300 


source; By correspondence with Dominion Department of 


Agriculture, Marketing Service, 


The principal markets for Saskatchewan eggs, over 
the years, have been the large population centres of 
eastern Canada, mainly Toronto and Montreal although during 
the early war years poultry flock owners were encouraged 
to increase their production of eggs and of poultry meat 
to supply the very large market for eggs in the United 
Kingdom, which had formerly been supplied by. Poland, 
France, Denmark and the Netherlands, 

All eggs moving out of the Province in more than 
99 case lots must be inspected by the Dominion Poultry 
Marketing Service. Table XXII shows the total inspections 


of eggs for shipment out of the Province and, since all 
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eges inspected for the Special Products Board are 


Gelivered to the British Ministry of Food, the develop- 


ment of the British market as an outlet for Saskat- 


chewan, 
TABLE XXII 
Dominion Inspection of Eggs 
in Saskatchewan, 
Loud, to LOLS 
Inspected for 
Delivery to Special 
Total Eggs Inspected Products Board 
Year cases of 30 doz. cases of 30 doz, 
1941 293,232 68 ,992 
1942 191,216 279, LAT 
1943 539,485 ery ee 
1944 677 457 543,016 
1945 661,482 473,209 
1946 4O4 356 254 283 
1947 387 ,850 227 ,606 
1948 307 ,997 230), 30% 
NOTE: Not all eggs move as shell eggs, In 1948 approx- 


imately 37 per cent were moved out of province as 


dried eggs and le per cent as fresh frozen eggs, 


Sources; By correspondence with Dominion Department of 


Agriculture, Marketing Service, and Annual 
Report of the Poultry Commissioner, 


Saskatchewan Department of Agriculture, 


The market for poultry meat is almost entirely 


the large consuming centres of eastern Canada. For a 


time during the war years the British Ministry of Food 


made substantial purchases but these were discontinued 


dn e1l947 ; 


The American market has always exerted a con- 


Siderable influence on Canadian prices but has never 


absorbed any appreciable quantity of Saskatchewan eggs 
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or poultry. Few eggs are shipped dives sige Concho 
American market because egg price fluctuations in United 
States urban centres are marked, Any eggs that do move 
to that market usually go from Ontario anda Quebec to 
eastern United States centres, with western eges going 
to eastern Canada to make up the resulting deficiency. 

Varying amounts of poultry meat have moved to 
the American market over the years, With the loss of 
the British market, however, and a greater volume coming 
forward, a greatly increased movement to the United States 
became apparent in 1947 and 1948, During 1948 the 
greatest Canadian export of poultry meats on record was 
made, almost entirely to the American market. This 
volume was largely made up of live poultry from Ontario 
and Quebec to eastern United States centres, A very 
small quantity of dressed poultry moved from the western 
provinces to the United States. The Saskatchewan market 
continued to be eastern Canada with poultry meats from 
this Province moving to the Toronto and Montreal markets, 

The British market has been the principal market 
for eggs since the inception of the contracts with the 
British Ministry of Food in 1941, These contracts, 
have in effect, taken all the surplus production of 
Saskatchewan and the other provinces until the present 
time. Production was expanded to meet these contracts, 
The British Ministry of Food is still buying eggs in 
Canada, although in sharply reduced volume, and will 
continue to do so until the end of the present year. 
Future prospects in this market are not promising and 
it appears probable that by 1950 Saskatchewan will again 
have to look to eastern Canada for a market for all her 
Surplus eggs, 

Thus far, this discussion has dealt with the 


transportation problems involved in the marketing of the 
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products of the poultry industry. Transportation costs 
however enter into the industry at two other important 
points, As the Poultry Board pointed out at Regina, 

rail transportation charges, either express or freight, 
are @ Significant part of the cost of raising and procuring 
baby chicks from hatcheries, All hatchery equipment and 
all packaging supplies for the shipment of baby chicks 
from hatchery to farm must be brought into the Province 

by rail, In addition to these indirect transportation 
costs the producer must bear the express charges on 

chicks from hatchery to farm, Having received his chicks 
from the hatcheries the producer must provide himself with 
specialized equipment in the form of brooders, stoves, 
feeders and other items which are manufactured largely in 
eastern Canada, 

Although feed grains are produced in Saskatchewan 
in great volume on most farms, scientific poultry raising 
requires specialized feeding practices if Quality of 
product is to result. Feed grain must be Supplemented by 
concentrated proteins and vitamins and many poultry 
raisers are now finding it desirable to buy feeds ready 
mixed, The necessity for procuring these supplements or 
the ready mixed feed, and sometimes even the grain itself, 
in small and frequent shipments accentuates the incidence 
of transportation costs to the poultry farmer. The Brief 
of the Poultry Board summarized the transportation problems 
of the industry in two sentences; 

"The movement of eggs and poultry products and 

the supplies necessary to their production and 
handling are dependent almost entirely on the 
railways in this province. The transportation 
charges against the product and the feed and supplies 
necessary to its production are as high or higher 


than for any of the other provinces." (p. 5) 
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Substantial progress has been made in the 
poultry industry in Saskatchewan. The impetus given 
by wartime demand and favourable prices raised the 
status of the poultry industry to a new level, The 
loss of the important British market for poultry meat 
and the reduction in the contract for eggs leaves the 
industry in a vulnerable position with the future 
unpredictable, Even at best the Saskatchewan producer 
is at a serious competitive disadvantage compared with 
the eastern producer, With heavy and relatively fixed 
transportation costs the Saskatchewan poultrymen will 
certainly be among the first to feel the effect of reduced 
market demand and the problems and burdens which 


inevitably result from lower prices, 


Q: That summary is in one page? 

Ay Yes. » in Saskatchewan" under the stimulus 
oferavyourable production conditions the poultry 
industry has in recent years grown from sideline 
occupation into a substantial industry. The poultry 
population of some 10 million in 1948 represented. 
approximately 14% of the Dominion total. 

The poultry flocks in Saskatchewan are small 
and rscatvered ithrouchout the Province: This is in 
Gil rectetont rast ito IthelisTumeation "in Ontario and 2uebec 
where the industry is small and confined to a smaller 
arcahed sfecentvto very larcenconstming seentres:.. In 
Ontario and Quebec better weather and road conditions 
are conducive to marketing by truck, but in Saskatchewan 
the initial assembly movmment is mainly a rail movement, 
and 2 very large portion of Saskatchewan eggs and : 
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markets. 

Assembly of eggs in Saskatchewan is carried 
OUt under a number of ‘transportation difficultice., 
Sotpmeny Of Eees From country points to egg grading 
stations usually involves an express movement with 2 
minimum charge, and further assembly may require ce 
ipo OVeMmeny. | HeGs and poultry leaving the 
Province (See Table 21 and 22) must then move by 
rail to Bastern markets and compete there with Manitoba 
eres and with, thaty part of the Alberta exports which 
move Hast. Markets are now mainly domestic since 
the British market, which we were encouraged to supply 
ime wercime, is ¢no’ longer promising. American markets 
have never absorbed any appreciable quantity of 
Saskatchewan eggs or poultry and shipments have been 
sporadic. 

Transportation problems in the poultry 
industry are not confined to shipments of final 
products, but involve movement of hatchery equipment, 
Specialized poultry feeds and baby chicks. 

The poultry industry in Canada and in 
Saskatchewan faces a difficult situation in the years 
immediately ahead. With heavy and relatively fixed 
transportation costs, the Saskatchewan poultrymen 
will certainly be among the first to feel the effects 
of reduced market demand and the problems and burdens 


which inevitably result from lower prices. 
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7. Other Agri¢gultural Products 

The Forage Crop Seed Industry; 

Although production of forage crop seeds is not 
&@ major industry in terms of the total agricultural income 
of the Province, the growing of alfalfa, clovers of various 
binds | brome grass, crested wheat grass, timothy, western 
rye grass, ete., for seed has achieved an important place 
in the economic life of northern Saskatchewan. The industry 
is comparatively new but has shown rapid expansion and 
represents a successful effort to adapt agricultural 
production to ‘soil and-climatic- conditions 

The relative position of each of the Prairie 
Provinces in the production of forage crop seed over the 
last decade is shown in Table XXIV, reproduced from the 


26 


Joint Presentation of the Seed Growers Associations, 


eo . 
; See Joint Presentation of Alberta Crop Improvement 


Association, Alberta Seed Growers Co-operative Limited, 
Alberta Branch Canadian Seed Growers Association, 
Saskatchewan Seed Grain Co-operative Limited, 
Saskatchewan Forage Crop Growers Co-operative 
Marketing Assn., Saskatchewan Branch Canadian seed 
Growers Assn., Manitoba Crop Improvement Association, 
Manitoba Branch Canadian Seed Growers Association to 
the Royal Commission on Transportation (Winnipeg, 


gune, 1949, mimeo.). 
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The importance of the export market to forage 
crop seed producers is indicated by a comparison of 
exports shown in Table XXIII with western production 
Digures:, 

-- (See Table XXITI - "Exports of Principal Forage Crop 
seeds from Canada for Crops 1937 
to 1947, and Exports from the 
1948 Crop to the end of February, 
1949", as in Exhibit 128), 

Most forage crop producers in Saskatchewan operate 
small acreages on northern bush soils for the most part 
unsuited to the growing of staple crops such as wheat, 
Such producers consequently depend on these seed crops 
for the greater part -- and in many cases all -- of their 
income. While individual acreages are small, resulting 
in low per capita income, transportation charges on the 
product are high, and have recently undergone a major 
increase as a result of the lapsing of the special seed 
tariff, Actually freight costs represent by far the 
largest item involved in the processing, handling and 
marketing of these specialized crops. 

saskatchewan and Alberta are now recognized as 
‘the chief producers of forage crop seeds and both 
provinces labour under the disability of long rail 
hauls to their markets, Seed producers are contributing 
not only towards the economic development of the north 
but with their products make possible effective soil 
conservation and soil improvement programmes on grain 
growing land elsewhere in Canada and the United States 
and even in parts of Europe where forage crop seeds 
from Saskatchewan are used, 

---(See Table XXIV - "Production of Principal Forage 

Crop Seeds in Manitoba, 


Saskatchewan and Alberta, P 
1937 to 1948", as in Exhibit 1<8 ) 
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_ Opportunities for the growing of specialized 
crops in the northern part of the Province have con- 
tributed to the growth of population in that area. While 
the movement of specialized crops bears a heavy freight 
rate, a more significant factor from the standpoint of 
the railways, is that this type of production supports 
a& permanent population of greater density thus promoting 
a larger volume of traffic of both producer and consumer 
goods, 

The Honey Industry: 

Honey productdon, like the growing of forage crop 
seeds, is not a major industry in Saskatchewan, but 
Several hundred beekeepers, operating up to 1,000 colonies 
each, derive their whole livelihood and more than 11,000 
other farmers secure a portion of their income from the 
industry. 

As pointed out in the Submission of the 
Saskatchewan Honey Producers Co-operative Marketing 
Association, Ltd., bees have a two-fold value. In 
addition to their obvious use as producers of honey and 
wax they also act as pollinators and are thus of important 
economic value particularly to the alfalfa and clover seed 
industries, The Association pointed out: 

"The value of bees as pollinators is generally 

considered to exceed their value as honey producers, 
An abundance of bees is necessary to ensure a full 
set of seed on clovers, rape and alfalfa, The role 

of bees in pollinating is likely to become even more 
important in the future as legume growing becomes’ 
more common and as the wild bee population is. further 


depleted by land clearing operations, "/ 


et See Submission of the Saskatchewan Honey Producers Co- 
operative Marketing Association Limited to the Royal 
Commission on Transportation (Regina, June, 1949, 
mimeo.) p.l, 
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Honey production is subject to wide seasonal 
variations, being extremely sensitive to weather and 
crop conditions in the clover and alfalfa districts, 

For example, in the disastrous crop year, 1937, 
saskatchewan produced only 1,142,000 pounds of honey, 
while in the following year, with about the same number 
of colonies, production more than doubled, amounting to 
2,794,000 pounds, The peak year in production came in 
1945 with 7,328,000 pounds, 
---(See Table XXV - "Honey Production Canada and 
Saskatchewan, Prices and Value of 
Saskatchewan Honey Crop and Number 
of Beekeepers, 1926-1948" as in 
Beno eee), 

Table XXV shows the production of honey in 
saskatchewan and Canada and the price and value of the 
Saskatchewan honey crop together with a record of the 
number of beekeepers, 

Variations in production, however, have not provided 
the only problem with which the industry must contend, 
Prices tend to go in cycles) For & Lone period prior’ to 
1943 honey prices were low, never going above 12 cents 
and falling as low as 8 cents per pound. The problems 
of producers were further aggravated by the fact. that 
low prices and low production frequently coincided, 

The relatively favourable showing of the honey 
producing industry in the past few years was, in large 
measure, the result of the world shortage of sugar, 

How much of the improvement can be maintained under normal 
conditions is problematical. 

Geography imposes a serious handicap on Saskatchewan 
beekeeping, The honey producing areas are remote from 
sources of supplies and from the larger centres of con- 
Sumption which constitute the principal markets, The 


relative burden of transportation costs on the honey 
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industry was set forth in a very comprehensive manner 
by the honey producers, A sharp drop in honey prices 


would add seriously to this burden, 
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Q: Now, Dr. Brintnell, on Page 48 of the 
printed brief from Page 5 7, which deals with 
"other agricultural products", and from Page 48 © 
to 52 I believe you summarize it in the same way? 

A: Yes. Among the other agricultural 
activities in the Province, attention should be 
called to the forage crop seed and honey industries. 

The relatively new forage crops, including 
aflalfa, cloves, brome, crested wheat grass, timothy 
and western rye grass, are gram on northern bush 
soils unsuited to wheat. Forage crop seeds bear 
2 high transportation charge over the long haul to 
their destination in various parts of Canada, the 
United States or parts of Europe, and recently © 
major increase has occurred in transportation charges 
asin result sor ithe (dapsine of ‘the special \jseed tarifr. 

The important relative position of Saskatchewan 
among the Prairie Provinces is shown in TABLE ate. 
Saskatchewan seed producers are contributing to the 
economic development of northern Saskatchewan. This 
type of production supports 2 permanent population 
of greater density, thus promoting +a relavively large 
Crarilicyvyolume. 

The honey industry, which in some respects 
is complementary to the forage crop THOUS ol eas 
from the remoteness of the producers from sources OF 
supplies as well as markets, and heavy transportation 
charges accentuate the difficulties under which this 
industry labours, especially with the current declining 
prices of honey. 

Q: Now, if you would turn to Page 64 of 
your mimeograph or Page BL Mor es one printed brier, 


my Lord, you have there a sable showing the honey 


7 r Pe ee be x - 
mane l Sa 


“> rin 


els aaah : tea nee peivitie? a 


aoe shone rey Sevan sc tas toh | ae 
S41 Cad week” wae Rave sig ih fay eahsgeenc te reat 2 ror 


oda 


peti LApreEey Te saatats eet rhie ae ricvkithrits eet Sted | a 


ROCUIRNERCR Ss ORI bey Nays ee sige ae Pees 
CES OE! Ay CORON Bie Coie hy “gornse hodtat 
SESE, Io Lo iereceeoe eh Er eee si hart se Cerrar f. TOL ae 
Mit won Fetesae air 2s aabeant Brae et Heber! Gh 
TSO A OO 222208" SVITS LA | POG eee e 
mulyneet’ fi cic: oF ang sie bing gle + 3 hegly ‘ant opt Sone: 


as) a Pa Roe re ee 
itt cf BALSA ieiek es aiborre: hee neworotadter zt Vi 


/® 

* a au % Tie aoe ates 9 F a) eu 4 ’ 4 ‘i 
P yay ee hs eee vat iags OW ings ed. is ie hs : a boos lio eit . i> 7 
he  -GCvsiaveuans’ me adtiane tg tnorcaLay oe Oo fmoNToes 

ala ieee jiicuiie ai teuamere We 
i eS +} ‘ “ t ‘ i@ GAS fae av gers) < pay) Lae: Suyd 

. , f otis Sekar ihe: ee: eae fe ie 
* 4 oe wes 4h are at - 

Lo Mic Cais vs téhed trary To 


4 Pia ' rar rf. Bees aye A Scene P , ro 

ee co ane se c Raa fal 

+) —- 4 . . en Aa e of . as Pare 4p Met : Ma ny 

ws hd i Sric 's i f Ls) ri ‘ try rec i ify f ; ‘t ort é hd r 
’ 


2 2 7 , : Rl ee y ern a et z ring Ae ane oe re ae Sa Ais het AGS ae ata, * spy & : 
Tore vebar pecs eyewoyY say oY weetaemelomoe aE 
: ae * <3 er parity Se ‘ ars ae aa aoe rar te H = an aS ie ee iar : 
TH-si Sg moerY dweeord wie 40) Geekeomien Bae mee 
ae , 4s Tia ae iy is nears te Kee hers e p Ce sins . is AE oe: shar epee 
HOLo FTOCssisds yicee Ann {6 sara a4 Cisw am eet Sie 
22 ne, bf my yes * fs eae r A ie a 8 oe pels: et 
SILT lO ot? sen iekoos, e6yrsne 
- r 7 PY : s/o Z| a = 2 eat ee me he te nt we ok Maat toe oa Dae ee sek oe “tt pals irre ba a 
MeL oes Tasos SOS lw Vite rsgaee Saas: Ye HEA . 


aback Fo Seong a, 


dina joe. Ce eee ae veer oe ”; 
é if tion gov Ri Banc ro “a 

PP ine ewe hee = a — 7 
é t t Phat 
. a rap | ‘ ot rte ap be y 


N. - 9931 - DY Drie ne ow. 


production in Canada and Saskatchewan with viices 

end values of the Saskatchewan honey crop and the 
number of bee keepers, 8,340. In the prices you show 
as received by the Saskatchewan producer, the last 
price is the year 1947. Now, can you give us the 
price obtained in 1948 and 1949 to make the column 
complete? 

aay Well, no OrTicial Dominion Bureau or 
Statistics prices are available as yet and we have 
CCLeO, Voy Contine OUrse Ves! vo bits. source, DUTT oS 
near as I can establish by enquiry the 1948 average 
wholesale price of honey was rether less than 20¢d 
and the 1949 price will be very considerably less 
than 20¢. These are wholesalé prices, of course. 

Prenink this, Salient point that 1b will be much” less 
Chan 20¢ this year ie obvious from the fact, that’s 

Pours pe Md pet! of No. Ly thec’ 1s) vne (top erade ot 
white-Saskatchewan honey has been retailing in 
Saskatoon for some months at 65¢ which is a retail 
price of approximately 16¢ when it is put in pails. 

It probably means a wholesale price of about 12¢, which 
is a depressed price for this particular procuct. 

a. So, that im this product you find tne. Siuuevron 
of price where the price is back to the depression level? 

Ae Les). 

94: Now, Dr. Brintnell, you finished up with the 
agricultural and we come to the non-agricultural economy. 
Now do you wish to paraphrase that? 

A: I would like to read in full the introduction 
and then paraphrase the remaining part of this section 
beginning with "manufacturing and processing’ on Page 5¢ 
or the printed brier: 


The average contribution of Saskatchewan to the 
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total gross value of manufacturing production of the 
Dominion over the past 20 years has been rather less 
LHaue 2 per cent. 
Q@. Then you have Table XXVI? 
Bin ML Oo we its ALS LUST LO ba Vemanat duscloral 
think there 18 much, that needs to be added to that; 
POP loae relavive ly Gonsisrent., Tables 
Q. And you regard XXVI as establishing the 
measure in which manufacturing is really out of the 
picture in Saskatchewan? 
Aes VOR 
(TABLE XXVI - "GROSS VALUE OF MANUFACTURING 
PRODUCTION, CANADA AND SASKATCHEWAN, 1925-1947"- 
ON PAGE 52 OF EXHIBIT 128") 
MR. CARSON: You have not the 1948 figure? 
A. No, the 1948 Dominion Bureau of Statistics 
PISUPrSsS were Noon.avias Lablevas) of .astewudeys “aso. 
Table XXVIL,. showing the .seographiceal distribution 
of manufacturing by Provinces in Canada in 1947, (the 
latest year forswhich this information is aveaiLabile 
shows chat che value of production, net and sgross, 
in Saskatchewan is the smallest in the Dominion except 
for Prince Edward Island. The gross. value of manufactured 
goods in Saskatchewan was $196 millions or 1.9 per cent 
of the Dominion total compared with $296 millions, or 
2.9 per cent for . Alberta, and $383 millions, or appro- 
ximately 3.8 per cent of the national total for Manitoba. 
In other words, Manitoba is twice the manufactur- 
ing Province that Saskatchewan is. 
(SEE TABLE XXVII - " GEOGRAPHICAL DISTRIBUTION 
OF THE MANUFACTURING INDUSTRIES OF CANADA, 1947" 


AT PAGE 53 OF EXHIBIT 128) 


4): 


aati crs as i ae 


| j x ue i ala Dt 7 ee : - 
ue. jl Aa hes : Fi ee Mh 7 ie Me fi 4) sy 7 
vs « ’ , ya 1 a B.e,! Yio en ee 5 %.. Heol} F ht e: : 
D : > Q . 
. : Sa ‘ os sd 
0 7 7 7 Z | 7 ee. aelt 
’ may or, 5 


ont na oat idctes ay we | 
ait Wo gue msiter at gas 


tO muna sone ane 
PARBAR OMe cats sermon 


= 


ous TURE RO SO) SEA, f i) 


fang. SHOE and, shore ayia oy sien AY ts cake ee he) | 


i F or he 


aor sesrnde ta | wooed nosed B4ek oth «ait gfe yy 0° A — 
ba? RRS RS oad ae eee aver ents ween lt 
ete h  Leairetwacean: alt, griiveiget IVES. me bok - 
pede TUOd wd “baad nt Seon lvent Me seiewronteaem a9 
afdniiavn ef nodveswrolal she dotiw tes aeeN) Caer es 
es iin aw Gon ynolteuborg 2O euley gi? dom prone 
jesons ochetmet] i wh teeticae ott ad nawersiovera” mt 
Matiueg To show weeks eat biotel brew pon tet ot 
fieab tag, 0. bo 1p enelbiitn dels ‘aaw nowsdo does. nt ebook 
He siwic ALi tm. 6O8¢ asitw borcgquep fotos gokeigeG eit to 
org? we ,aretidim Bees. hac .cdreds a © eR eee iws¢q Ce 
act ingot diaadion add ‘to tase ceed Gyeesetomes 
tos tuncm diy .epiwe ety adeg fact Leb ot oxito. ai 
cel pawedodasiac’€ Sete. een iver’. gal | 
JEP UILATRIG CaOeRTAReONO ” - LIVEN BaqAT aan) ; 
to. OKO SO BETSGSUGMT  OULAUTOAMOMAM SHY MO 5 4 oe" 
(B92 -TRAINKE 90 Le°mad TA : i. 


bl a i 


- 9933 - Dr. Brvintnel) 


Taule 2AXVLI gives the principal statistics 
inciuding the gross values of production, of the 
leading industries of the manufacturing groups in 
Saskatchewan for 1947. “It will be noted that the 
three most important industries - accounting for 
well over one half of Bhe total gross value of 
all manufactures - are concerned with the processing 
of primary agricultural produccs. Transportation 
naturally bulks large in the movement of these products 
to eastern domestic or to export markets. The next 
largest industry, refining of petroleum products, is 
closely related to a mechanized prairie agriculture 
creating heavy demands for petroleum products of all 
kinds. The remaining industries merely represent 
the orocessing or manufacturing of natural produ :s 
on a necessarily small scale (‘as in the case of s w- 
mills) or servicing enterprises (such as bakeries and 
printing and publishing enterprises) to supply in whole 
or in part strictly local requirements. The only si- 
gnificant "manufactured" items moving out of Saskatchewan 
are processed agricultural products and it is OLearh that 
Saskatchewan did not share, in any measurable degree, 
in the ‘wartime expansion in heavy industry. 

I might just mention, my Lord, with respect to 
Table XXVIII that the first four items, three of which 
are concerned with the processing of agricultural 
commodoties and No. 4 petroleum products make the 
bulk of the total. The arrangement in progressing order 
is rather deceptive unless one looks at the gross volume 

of productfion, because the first three over- 

shadow so completely tme rest of the Table. 

The s2ast two om three years have witnessed 


be 


several attempts to broaden the base of industry in the 
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Province. This has been reflected in the establishment 


of a woollen factory, a natural sodium products plant, 


ey) 


plant for processing vegetable oils, a chemurgy plant and 
a number of local industrial concerns. 

(SEE TABLE XXVIII - "Manufacturing Industries of 

the Province of Saskatchewan, 1947" - at Page 54 

of Exhidic. 28) 

An important adden to the Saskatchewan slaughtering 
and meat packing industry has been made by the Canadian 
Co-operative Processors Limited (formerly the Horse Co- 
operative Marketing Association) at Swift Current which 
obtained a contract to supply processed meat to the Belgian 
Government Innto45.uWiGince then, large contracts heve .been 
filed Mier weed nek <hemelilus poroject inas, been vot economic 
Valle 6G Canadacad 2.wroleseit hasbeen an iinetrument in 
assisting European rehabilitation; and it has facilitated 
the disposal of surplus horses and the establishment of 
a sound land use policy in south-western Saskatchewan. 

The increase of 21 per cent in freight rates was a 
serious blow to the operations of this industry, coinciding 
as it dfid with difficulties in finding markets for its 
product's. Inward transportation costs of the plonGeare 
increassing as the source of supply recedes Teepe POM 
Swift Current and as the Co-operative faces the competition 
- both for horses and for markets - of 2 number of 
similar plants in the United States. The special 

problems of freight rates were dealt with in detail in 

the brietf which this co-operative organization presented 
at Reginm. (See Memorandum of Canadian Co-operative 
Processorys Limited to Royal Commission on Tronsportation 


(Swift Cuwarrent, Jyne, 1949, mimeo.)). 


T™HE CHAIRMAN: You talk here of contracts 3 
Ads.» Yee, made. with U.N.R.R.A. 
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Ae NO. WECh UNN.A.A. Six. 

MR. MACPHERSON: Not with Russie. 

THE CHAIRMAN: How did the 21 per cent increase 
eaiiecs those contracts? 

Ae Well, by thaw time, if my memory serves’ me 
correctly, eviwor Lnose contracts have. been Titled. 

i, ney Were Over? 

A. They were over by then and we were reduced 
uo oa Completely competivive position in finding markets 


Bm Burove for, the product. 


nee oWelE phen, GOSS COntreacLS vou love  ,ererred 
bo nave now: expired? 

A. They have been filled, yes. Actually the | 
Dlenul nas found io rather cirPiculy Go continue because 
of that ° and because, as I have mentioned, the 
necessity of bringing horses in for a further distance 
ay vne Nigher rates. 

Closely allied to manufacturing and indeed one 
of the majorfactors in determining the location of 
industry in the availability of cheap power. Table 
XXIX based on the latest available CANADA YEAR BOOK 
which contains the latest available material, illustra- 
tes this. 

(See Table XXIX -"Electric Energy Generated by 

Type of Station and by Provinces, 1946" - 

At Page 55 Exhibit 128) 

Industrial and domestic consumers of electric 
power in Saskatchewan are in 2 uniquely vulnerable position 
with respect to freight rates, since Saskatchewan is the oniy 
province which is forced to depend entirely on coal plants 
for the generation of electric power (See Table XXIX) 5 
Every other province is able to produce electricity through 
water power while in certain parts of Canada, such as 


southern Alberta, natural gas provides a relatively inex- 
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pensive substitute for electricity for heating and 

lighting purposes. Generation of electricity from coal 

is normally a more expensive process than the utilization of 
water power but in Saskatchewan sources of water power are 
scattered and remote. Transmission of electric power for 
country use in the Province presents formidable difficulties 
on account of the great distances between producing plants and 
the small number of available customers per pole-mile of 

Tine. 

Since the source of Saskatchewan electricity is. coal, 
Chen COost On (CrAnSpOruatvl Un. oF 1COal TT rom mines near, the Unived 
Staves DOrdcrain the (souriiot the Province or from Alberta 
bo ONeLVarlous) plants 1s Ob prime importance in the cost of 
generating electricity. (See also Submisiion by Saskatche- 
wan Homemakers' Clubs to the Royal Commission on Trensport- 
ation (Regine, June, 1949 mimeo.) .) 

Now, I should like to summarize the next few 
pages. 

MR. MACPHERSON: On page 59, I think, of the 
printed brief? 

A. Yes, on mining and petroleum, forestry and 
fishing. Other Saskatchewan industries whose present and 
future development is intimately related $O transportation 
problems include mining, petroleum,production, forestry and 
fishing. These industries are all located mainly in parts 
of the province which are difficult of access and oll have 
Similar problems of long haul transportation in securing 
supplies and in marketimg finished products. 

Apart from metal.lic minerals, S:skatchewon hes 
signAficant potentialities in such non-metallic minerals 
as sodium sulphate and Goal. Information was made 


avRileble to the Commission at the Regine Herr ngs cealing with 


tme dis rupted competitivee condition in the coal industry 
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ie a co 
following the horizontal increases in Pete rates’ on 
coal . These increases bore particularly heavily on the 
Saskatchewan product because of its lower B.T.U. value. 

In the Lloydminster area on the Alberto-Saskat- 
chewan boundary, S:skatchewan produces heavy crude oil, 

DSB SULCCd Tor fuel oll and asphalt. "By far the most 
IMoOYrtany USE LO Which such) oll could be put would be as 

fuel for industrial purposes or on boats, but at present the 
industrial market is not available and producers are unable to 
compete in the V.ncouver Market with producers Pron) acai ee 
Venezuela due to the hieh cost.of transportation. 

Saskatchewan has important timber resources in the 
north and the movement of forest products into and within 
Saskatchewan is heavy compared with many parts of Canada 
Since the south of the Province is completely devoid of 
forest cover. Pulpwood shipped out must go relatively long 
distances to merket. 

Fishing 18 carried on mainly in the semi-bcerren 
northlend and markets in recent years have been as far 
distant 2s Chicago, Detroit and New York. Transportation 
PequULres Metriceration end freight charges ore wnercus | 
in an industry which is extremely sensitive to mérket and cost 
fluctuations. 

GQ - Now, Dr. Brintnell, that brings wp to. page 
59 about the middle of the page the printed statement item 
No.9 “conelusion"? 

Ai Yes.) The essential Teatures and the basic 
problem of the Saskatchewan economy have been admirably 
summarized in the Brief presented by the Seskatchewan Wheat 
Pool at the Regina Hearings of the Commisiion: 


"Saskatchewan is an area of normally low rainfall which 
makes farming extremely hagardous in an economic sense. 


Tt is an area of great fluctuation in crop outturn. 


Tt is an 2rea which must depend to 2 large degree on 
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export markets, - markets which have always been 
of-~a variable and capricious nature... 

Farm ‘prices in this province, Influenced by the 
uncertainties of crop production in 2 semi-arid 
region and by the unpredictability of competitive 
foreign crops and overseas markets, have fluctuated 
widely and violently, while items of cost such as 
freight charges have remained fairly rigid. As a 
result of this uncertainty of both production and of 
price, farming and living in rural Saskatchewan have 
often been neither easy nor remunerative. Indeed 
large areas of the province have, for extended 
periods, been forced to live by government relief and 

OUG Of Caplual deplevion.’ These tacvors, "or 
uncertain yield and uncertain prices, must always 
be remembered when considering items of inflexible 


if 


costs such as freight charges. And then, 

continuing on page 31 from the same Saskatchewan 

Pocie brrer 

"The chief problem of the Saskatchewan farmer through th 
the years has been the difficult, and sometimes 
impossible, task of. balancing fixed costs against 
fluctuating income. He experienced yecrs at a time 
when the market value of his products was less than 

the cost of production. During that period fixed 

costs remained high and their presuure finally 

crushed the structure on which his economy was 

based, and plunged him into a sea of debt from which 

he is only now recovering. One of these fixed costs 
was freight charges. Past experience in this 

province has proven thet fixed charges which may appear 


reasoneble when price levels are high become 
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excessive and are’ a great burden on the economy 


when price levels fall. .. . We submit that on 
the long-term” basis, - the only fair basis upon 
waLlehn Judement wean be eiven;-- —The farmer in 


Saskatchewan s-unable vo carry any further 

burden of these costs." 

That;,is the*end of the quotation from the Wheat 
Pour eriers “Whe (contribuvionrcor the prairie wheat 
economy, in spite of severe handicaps, has been vitel to 
Canadian development. Recognition of this contribution 
has been implicit in Acts Beane Federal Parliament aimed 
at the correction of mistakes in settlement policy, the 
assurance’ —"=))) “Ana” L would’ dike to correct the nex 
two words "of the continued productivity of prairie 
wheat lands," the maintenance of the social fabric of the 
farm economy, and the constant vigilance of C:nadian 
Governments to maintain the steady flow of Saskatchewan 
wheat to the markets of the world. 

Yet indications are not lacking that the period 
of relative prosperity which the Saskatchewan economy has re- 
cently enjoyed - and which permitted substantial retirement 
of farm debt and replacement of worn-out machinery - may be 
drawing to a close. The favourable relationship of prices and 
costs which characterized the middle nineteen-forties has. 
not been maintained during the past year and - half. Farm 
costs have continued to mount while the upward trend in farm 
prices has been arrested if not turned downwerc. Thus while 
the index of western farm costs rose 20.3 points between 
January, 1948, and August, 1949, the index of Saskatchewan 
farm prices rose only 8.3 points over the same period. 

I might add there, my Lord, that we received this 
morning the latest bulletin from the Bureau of Statistics 


for September and it records a further fal lire -o10r 
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Drecticallye2 points finuwthe rindextot Saskatchewan tearm 
prices, so ohat ithe comparable ficsures should really be 
ePiveepoints upwards on the cost and as of September only 
P.3 points upwin ,farmoprices i’ Finally farm “income may be 
expected to reflect this trend as problems of supply 
give way to the more familiar problem of finding adequate 
and remunerative markets for most farm products. 

All this serves to emphasize the fallacy - and 
the dangers ~- inherent in any theory of rate-making 
Weichemicht (succes) that a freicht raterstructure, cradition- 
atiy, Ntetori cellyrand perkaps mecessarily inelastic in its 
neacure, (should sberestab lished om the basis sot relatively 
favourable conditions temporarily obtaining in 2 highly 
variable agricultural economy. No concept could be more 
JaGeo Ive, Wor, 12, Sapolicd more disastrous to. the .prairie 
economy and more disillusioning to the transportation systems 
Olevia ise COU ry s 

COMMISSIONER INNIS: You mention the “consistent 
vigilance of Canadian Governments".Is that right? 

Awererhapasit shouldbe only relative. 

Q. Do you mean plural or singular? 


A. Well, Iwas thinking regardless of their political 


Sure: 
O- Youw0ons wmean..just, the Liberals? 
A. No. ‘ 
MR. O*DONNELL: That is the Federal Government? 
A ose 10D VOR. 


MR. MACPHERSON: That brings you, Dr. Brintnell to 
thie .end of Part, 9? 

COMMISSIONER ANGUS: I got the impression at the 
Regional Hearings that while the farmers complained of 
fixed transportation costs, they liked the idea of variable 


transportation costs even less. Would you agree that they 
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disliked inelastic freight rates but that they very 
much disliked freight rates thet varied with agricultural 
prices} 

A. Well, I am sure we would but not overy branch 
eno I/Will- puy Lt this way, sir, that. we have’ an open 
mind on every other product but wheat or grain. On the 
other products we would be ready to examine the thing 
on this balance. We doubt the possibility of adjusting 

rail revenues and subjecting them to the vicissitudes 
of wheat production. We do not know how the railways 
Could remain solvent in such conditions. We rather 
mistrust the technique that might be applied in such 


cases. 


2. The products that I remember, the hogs, 
butter, and so on, my impression certainly was that 
the people in the industries wanted fixed low rates - 
not verlaple rates? 

Roiies.. boau. Would be, preferable .~ fixed 
rated would be preferable. 

THE CHATRMAN: Do you think such a scheme is 
feasible av all? 

RS “iedoubt very much, Siva Tne Pract Leah elicy 
of such 4. scheme... L can, however,..see, no.iobjec tionimyselr 
to such an arrangement for farm products other than grain 
as long as tie total burden) is not inereased enc assuming 
ppae eesathe to who work out a fair basis and still 
keep the railways solvent. I just can't believe, having 
itetened to the railway in the 30 per cent Case, I. can't 
believe it is possible to keep the railways solvent on 
this sort of basis where livestock prices go qown to 3 


cents a pound. That would mean keeping rail freight rates 


at 75 per cent at least. 
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GOk. ISOLCNW Rk wNCUS:.. . are not discussing 
practicability but £ sux :ose variable rates do not 
necessarily moan they vary strictly in relation to trend. 
It wigut vary between the floor and the ceiling? 

ie) 6 oT Seq. No Objection to it, if the practicability 
could be ensured. I might add there, that the prairie 
farmer, for instance, in connection with livestock prices 
which may be relatively higher at the present time, 
struggled through I2 years of very depressed prices, a 
further 5 year period in which prices were held down by 
national policy and on the basis of the last two years 
of low prices against two of high, would suggest that this was 
a rather poor time to begin. He would rather wait until 
livestock prices started to go down before applying any 
formula. 

~--At 4.45 p.m. the Comission adjourned to meet 
again at 10:30 a.m., Thursday, November 24, 1949. 

Insert before line 8 on page 9853: 

The agricultural growth of the province over the 
same periodas reflected in the number and area of farms 
and acreage under field crops is set out in table Lis 

Insert after line I3, on page 9862: 

(Table IV: Area, field and production of wheat in 


Saskatchewan and in the three prairie provinces, T900-49. ) 
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